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March 12, 1973

The Honorable Michael ]. Bakalis
Superintendent of Public Instruction
302 State Office Building
Springfield, Illinois 62706

Dear Superintendent Bakalis:

It is our pleasure to present to you the Final Report of the Superintendent’s Advisory Committee on
School Finance.

The Advisory Committee has met regularly since its inception in January, 1972 to discuss the varied
problems of financing public education in the seventies. The issues with which the Committee dealt
were not simple ones. They entailed many complex questions of educational quality and inequality,
levels of govemment spending and participation, and local and state taxation policies. As in all human
endeavors, the members of the Committee looked at these questions through the prism of individual
and socictal values. Many opposing views were expressed and debated. Some were resolved and some
were not. We have attempted in our Final Report to place these views in perspective, to examine the
various alternatives objectively, and to recommend reasonable solutions.

In our estimation, the recommendations contained in this Report are practical, organizationally sound,
and fiscally responsible suggestions for a more effective and equitable svstem of school finance. This
Report is not, however, intended as the final solution to all the problems facing public education in
Hlinois. It is offered as a platform for discussion and planning which will Lopefully provide the State
with a system of school finance which not only meets the requirements of the United States Constitu-
tion but also those of the Illinois Constitution. Only time can tell its true import.

Thank you for the opportunity to add our contribution to Iliinvis’ cuntinuing search for educational ex-
cellence.

Sincerely yours,

¢ Wt

G. Alan Hickrod
Chairman

Enclosure
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INTRODUCTION

This publication constitutes the fourth and final product of the research and deliberations of the

Superintendent’s Advisory Committee on School Finance. During 1972 and early 1973 three previous
volumes of contributed papers were published. Appendix B indicates the content of those prior volumes. This
1eport concentrates upon the equity problem in Illinois public school finance. The equity problem has
been highlighted in recent years by a series of constitutional challenges to the institutional structure by
which the states finance education. The most well-known r-->s are probably John Serrano, Jr. v. Ivy
Baker Priest ard Demctrio P. Rodriquez et al. v. San Antoniv Independent School District, et al. While
recent litigation has helped greatly to focus public attention on the equity problem it is by no means a
new issue in public school finance. In fact, the record will indicate that serious study ~¢ this matter has
gone on intermittently for at least seven decades in the United States. It would therefore be naive to
believe that a social and economic problem studied by scholars for seventy years could be solved by
any group of men in a single year. We do Oelieve, however, that we have made some contrbutions
toward a solution in these four volumes that will be of use to the executive, legislative, and judicial
branches of government.
It is the central thesis of this report that there are three basic strategies for attacking the equity
problem.* The first strategy consists of making adjustments, sometimes major adjustments, in the exist-
ing “foundation level” grantinaid system. The second approach, by contrast, would abandon the
“foundation” idea and adopt instead a grant-inaid system that would give great importance and weight
to the “fiscal effort” that a local school district exerts on behalf of public education. These first
two strategies retain the joint statelocal partnership notion of funding K-12 education. The third
approach, full state funding, would, however, reject that state-local partnership assumption and place
the full responsibility for funding K-12 education at the state level. In the pages which follow the
strengths and weaknesses of each of these major strategies are examined in some detail and varous tac-
tical options which are possible under each major strategy are outlined.

This report is the joint product of all membeis of the Committee. Since the report was not writ-
ten by one man, or even a small group of men, the reader will find that it does nct read quite as
smoothly, perhaps, as documents which are authored by a smaller number of individuals. The reader
will also find that there are parts of the document which are actually in conflict with other portions of
the manuscript. We have deliberately allowed this conflict to remain in the final manuscript since it
would be dishonest to convey the impression that consensus exists where, in reality, no consensus was
possible. While all members 6f the Committee did participate in the construction of the final re]}))ort,
1t is nevertheless appropriate to point out contributions of selected members in order to fix responsibility
for matters of fact and opinion expressed in these pages. We also wisk to credit individuals who are not
members of the Committee, but whose efforts greatly aided the Committ. in accomplishing’ its mission.

In Chapter One Robert Schoeplein, Don Strong, and Alan Hickrod explore the basic nature of the

equity problem and offer some assessment of how well the present general purpose grant-in-aid has met

this problem. In Chapter Two James Heins, Fred Bradshaw, and Robert Schoeplein offer quite different
solutions to the equity problem all operating, however, within the “foundation level” strategy. As is true
of all proposals eutlined in this document, the total cost to the state of each of these proposals is indi-
cated as well as ‘the effect of each proposal on selected school districts. Chapter Three, authored by
William P. McLuret, presents an extensive and detailed analysis of the “equal expenditure for equal
effort” principle. McLure demonstrates how the “effort” factor can be built into many different kinds
of grants-in-aid. Chapter Three also contains information on the application of the principle of “differ-
ential needs” to Illinois. Chapter Four continues the analysis of “equal expenditure for equal effort”
and provides a series of models any one of which might serve as a basis of new legislation if the effort
pnnciple is accepted. Models in this chapter were constructed for the Committee by Ben Hubbard,
f;\la_m Hickrod, Robert Pyle, Ray Lows, and William Cote. Lows provides an illustration in this chapter of
district power equalization,” a system gaining popularity elsewhere in the United States.

... In Chapter Five Arthur Wise and Alan Thomas present argumentation for “full state funding” and
indicate how this might be achieved in Illinois. This proposal, as indeed other proposals outlined in this
report, is phased in over a number of years. Wise concentrates on the legal and public policy argumenta-

* We do not claim originality for this approach. For an earlier version see Barro, Stephen M., Alternatives in California School
Finance, 1971, Rand Corporation, Santa Monica, California.

t With assistance of William Johnson and Boontuang Sompong, Research Assistants for processing of data.
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tion while Thomas outlines alternatives for achieving this goal. In Chapter Six Robert Bumham pre-
sents an analysis of capital financing in Illinois which again highlights the equity problems in this special
area of school finance. In this analysis of capital financing Bunham was assisted by a sub-committee con-
sisting of: George Ackerlund, Ralph Belnap, Elwood Egelston, C,,.. Ellis, Leslie Purdy, Joseph Carey,
Thomas Denny, James Howard and Fred Owens.} Chapter Seven: changes the focus from the allocation
side of ‘the fiscal structure to the revenue side. Leo Cohen outlines in this chapter some of the revenue
implications of school finance reform in Illinois. Chapter Eight contains individual memoranda of com-
ment, reservation and dissent. Again, it was thought more intellectually honest to convey both the amount
of dissensus as well as the degree of consensus that existed among the members of the Committee.

To credit all the supporting staff in the Office of Superintendent of Public Instruction and the coop-
crating universities that helped to produce four large volumes would be clearly impossible. Our consider-
able debt to a number of secretaries and typists must remain anonymous. Certain members of the OSPI
staff, however, deserve special mention. The extensive amount of computer simulation that was required
for the varous proposals in this report was coordinated.and supervised in an especially able and efficient
manner by Robert Pyle. So.ne additional computer work was provided by Ramesh Chaudhan of the Illi-
nois State University computer service department, and Mr. Chaudhari also provided Appendix A. That

- this report emerges in as readable a form as it is should be credited to Robert Clark. Mr. Clark not only

provided invaluablé editorial services, he also acted as a one-man secretariat during the entire year, super-
vised the publication and dissemination of the four volumes, and helped draft varous sections .of the
final report. The Committee is especially indebted to Associate Superintendent Donald Eslick. Super-
intendent Eslick participated in virtually all the deliberations of the Committee and constantly supported
individual and group research efforts.

This is a long and, in several places, a rather technical report. The Committee, however, felt that it
should resist the pressure for quick and easy solutions to what are very complicated economic, social, and
educational problems. That there are quick and easy solutions we do not doubt. The only problem is that
such solutions often prove to:be fundamentally wrong.

January, 1973 . GAH

+ Contributing authors to Chapter Six were Ackerlund, Belnap, Bumham and Egelston.
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CONCLUSIONS AND RECOMMENDATIONS

GENERAL CONCLUSIONS:

— Financial disparities exist among Illinois school districts which are unacceptable to this Committee.

— These disparities are produced by variations in district wealth, tax paying ability, and the priorities as-
signed by the citizens of each district to educational spending relative to other possible expenditures.

— These fiscal disparities contribute, at least in part, to unequal educational opportunities in Illinois.

— The present financing of Illinois schools does not reduce fiscal disparities nor contribute to equalizing
educational opportunity to the extent that this Committee deems desirable. -

GENERAL RECOMMENDATIONS:

— Despite extensive debate and discussion, the Committee could not arrive at consensus on only one strategy
to recommend as a means of reducing fiscal disparities. Three major strategies were subjected to analysis.
An_exposition of the various tactical options and methods of implementation of each of these strategies
makes up the body of chapters two, three, four, and five of this report. The three major strategies and the
final voting of the Committee were as follows:

— The Committee prefers a full state funding program which provides state aid to districts in the
amount of the 90th percentile of current expenditures. .
Voting: Seven first choices, three second choices, four third choices.

— The Committee. prefers a formula based ‘upon equal expenditures for equal effort with the expendi-
ture level of a district determined by its tax effort.
Voting: Five first choices, seven second choices, two third choices. —

— The Committee prefers to retain the present Strayer-Haig type foundation formula and modify it to
the extent necessary to achieve greater equalization among districts.

Voting: Two first choices, four second choices, eight third choices.

Since each major strategy is conceptually separate, a set of recommendations was then developed for each
strategy and is presented hereafter.

FULL STATE FUNDING

If the State of Illinois should adopt the plan for full state assumption of the costs of elementary and
secondary education, the following recommendations are submitted tor implementing that plan.
— The implementation of this plan will require a statewide tax on all commercial, industrial, and resi-
dential property.
A state property tax rate should be established at a level sufficiently high to permita transition to full
funding. The additional revenue which is subsequently needed should be provided from non-property
tax sources.

— The investment which Illinois makes in the education of its citizens should be sufficient to permit this
. State to retain the leadership its best systems now possess, and to ensure a high quality education for
~ -all its citizens.

The plan calls for establishing a level of expenditure and for raising expenditures to this level over a
four-year period. A “save harmless” clause: would protect (and freeze) expenditures above this level.*

— The State should conduct continuing studies of general cost differentials among broad areas of the State.
Cost of living (e.g, wholesale price index) differentials are not identical with cost of education differ-
ences. The latter would take into consideration input prices and also, eventually differences in the cost
of producing a given overall output.

It is necessary that existing cost differences not be used ds a basis for the establishment of such norms.
The calculation of cost differentials is particularly essential if capital costs are fully funded by the state.

~ In the Committee’s opinion, the last word has not yet been said concerning the financing of special pro-
grams for atypical children. The goal should be to create adequately organized and rinanced school
systems with enlightened leadership. Such systems would be expected to establish programs designed to
meet the needs of all children and to allocate their resources accordingly.

* We define an adequate level of expenditure in terms of the highest expenditures in all but atypical districts. In order to avoid
problems associated with the present structure of school districts (elementary, secondary and unit), we take as our basis the
90th percentile of unweighted students.

vii




The proposal requires that the state pay the total additional costs associated with programs for atypical
children such as handicapped students, disadvantaged students and students enrolled in vocational edu-
cational programs.

~— The rationale of full state funding is even more salient with respect to capital expenditures than with
respect to operating expenditures.

— The proposal further requires full state assumption of transportation costs, subject to state cost studies.

— The Division of Research, Planning and Development, Office of the Superintendent of Public Instruc-
tion, should be-expanded and strengthened. This Division should study both costs and outcomes and
move toward conducting cost-effectiveness studies. The Office of the Superintendent of Public Instruc-
tion should both encourage and provide funds for experimental projects and programs.

— The Office of the Superintendent of Public Instruction should develop policy proposals for the imple-
mentation of full state funding.

EQUAL EXPENDITURE FOR EQUAL EFFORT

If the equal expenditure for equal effort approach to equalization is adopted as the interim financing
system, the following recommendations are submitted for implementing the plan.

— The State should set a poten.ial expenditure goal per instructional unit which may be reached by all
districts at the end of the five-year period of development -provided they concurently reach the pre-
scribed local tax effort.t i

— Each district’s expenditure level per instructional unit will be the proportion that its local tax rate
(based upon statewide equalized-assessment ratio) bears to a reasonable limit to be assigned to prop-
erty tax.} ‘

— Local tax leeway above the established limit for the equalization goal should be limited to 15-20 per-
cent of the maximum equalization rates. This leeway should be reviewed at the end of the five-year
period.

STRAYER-HAIG

If the present Strayer-Haig approach to equalization is retained as the interim financing system, the
following recommendations are submitted.

— The State of Illinois should demonstrate its commitment to equalization by moving to increase the foun-
dation level and qualifying rates sharply this fiscal year, with the proviso that: a) schoo’ icts ex-
periencing increases in aid receive no more than one-third of the increase in any year; anc Jistricts
experiencing reductions in aid suffer no loss greater than one-third of the reduction in any yea,

— A varying foundation level should be used.

— The percentage add-on should be increased to 50 percent for all unit districts and to 60 percent for all
elementary and secondary districts. An additional 10 percent add-on should be given to unit districts
with 1,000 or more WADA, secondary districts with 300 or more WADA, and elementary districts with
700 or more WADA. .

— Qualifying rates should be increased to .92 percent for dual districts and 1.24 percent for unit districts.

— The flat grant should be eliminated.

— The alternative means of computation should be eliminated.

— Qualifying rates at the higher levels should not be mandated; that is, local districts should have leeway
to establish tax rates consistent with state aid under the new formula and local attitudes toward edu-
cation.

The following recommendations apply to each of the three approaches to equalization. Regardless of the

general approach taken, the Committee believes that for an effective and cquitable school finance system

the following should be implemented.

Differential Costs

— Categorical funding of special programs should be discontinued and replaced by a system of weighting
factors.

— The weighting factors (program cost differentials) should be applied to all of the following programs
during the suggested period of development: prekindergarten, kindergarten, basic (‘regular’) programs,
special education, prevocational education, vocational education, bilingual education and gifted education.

t It is suggested that the potential expenditure goal be established as $1,250 per instructional unit.
+ Suggested local tax rates are $2.50 for unit districts and $1.55 for each dual district.
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— For the first year, the specific weighting for cach program should be based on those developed for the
National Educational Finance Project, and thercafter the weighting should be based on the actual
average cost in the preceding fiscal year in Illinois. '

— No district should -have its aid per weighted pupil unit reduced in any program. Increased aid to achieve
full funding of all programs, however, should be spread proportionately over the designated five-year
period of development.

Compensatory Education
— The current system: of density bonus should be climinated and replaced by a weighting fer-compensatory
education programs.

— The compensatory education weighting factor should apply to Title I cligible students or AFDC
students. The AFDC statistic is preferable.

Dual-Unit Parity
~ Within a reasonable period of time, combined qualifying rates for dual districts should be set to cqual
tne qualifying rate for unit districts in the interest of removing discriminatory access to state aid.

— The permissive tax rates should be altered to provide cquivalent access to total resources between unit
and dual districts.

Consolidation of Funds

— Save the Transportation, Bond and Interest, and Site and Construction Funds, all school district funds
should be consolidated and tax-ratc limits adjusted to correspond to limits on present funds.

Average Daily Attendance

— Within five years, funding of 2ll educationai programs should be based on Weighted Pupil Instructional
Units (WPIU) ‘rather than WADA.

Transportation
— The flat grant provision of the transportation formula sheuld be eliminated and districts reimbursed
on a 0 to 100 percent range.

— Costs for Vocational Education and Special Education transportation should be included in the general
transportation formula. :

Fiscal Responsibility
— All districts sheuld be required to adopt balanced budgets.

— Districts should be prohibited from issuing teachers orders.

— The anticipatory power of districts through the issuance of tax anticipation warrants and notes should
be reduced at a rate of 15 percent per year for the next five years.

— Districts should be prohibited from making the annual tax levy prior to the beginning of the fiscal year.

District Reorganization

— Careful consideration should be given to the findings of the study on school district structure and
organization conducted by the Governor's Commission on Schools, Task Force on School Organization,
and a workable plan of district reorganization implemented within the next two years.

CAPITAL FINANCING RECOMMENDATIONS

The wide variations in district wealth have produced great disparities in the type and quality of edu-
cational facilities available to districts around the State. To assurc all Illinois students, present and future,
access to physically sound and educationally useful buildings, the Committee reccommends the followirg,
— The State should provide funds on the basis of equal exp:nditure level (support) for equal effort to

be used to finance approved construction projects or a proportion of debt service costs.*

— Statewide building standards based on educational usage should be established and applied to all future
school construction.

* Suggested capital facility tax rates are $.50 for unit districts and $.25 for dual districts. The $.50 rate would gencrate up to
$250 per weighted pupil unit.
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— Districts should be requized to develop facility plans which can be integrated into a long-range state facility
plan. oL

— The Office of the Superintendent of Public Instruction should provide consultative services to local dis-
tricts in the development of their facilities plans.

— Consultative services shov' "-also be provided to districts by the State Office of Education during the
planning stages of all construction projects.

REVENUE RECOMMENDATIONS

Administration of the Property Tax

Based on the assumption that the property tax cannot be completely eliminsted as a source of rev-
enue for education, the Committee recommends that major reform be implemented in the administra*on
of this tax. To accomplish this reform, the following are recommended.

County Level

— Abolish township assessors and require each county board to appoint a county assessor and deputics from
a list of State-certified eligibles.

~— Adopt permissive- legislation which would encourage small counties to merge the local assessment
functions or share costs and require the smalle:t counties to do so.

— Appoint members of muiti-county or county Buatds of Review and Equalization from a list of State-
certified eligibles, with each multi-county or county board covering a sufficiently lazge area or popula-
tion to warrant the creation of a board of competent people.

— Sales ratio data, published annually and widely by the State, should be acceptable as evidence in local
and state appeals, and any assessment in excess of or less than 20 nercent of the median value should
be made prima facie evidence of the need for relief.

— The yearly tax bill should state the true or market value of the property as appraised and recorded by
the assessor and the fractional statutory level of assessment.

— Assessors should be required to maintain assessment records in accordance with some minimal land-use
breakdown, e.g., single family residence, apartment, industrial, commercial, farm, ete.

— The taxpayer should be required to provide information as to the description and value of his property;
the assessor should be permitted the oppurtunity to inspect pertinent records of taxpayers and the right
of subpoena when this 15 denied.

State Level
~ The State of Illinois should defray at least on:.-half of the total cost of property assessment.

— The State should expand materially, both statutorily and with resources, its assistance and supervisory
duties, including: the testing and certifying of eligibles for assessors and members of Boards of Review
and Equalization; conducting or coordinating courses of training and conferences; publishing manuals
and handbooks; and providing appraisal assistance to local assessors.

— The State should assess privately owned public utilities and other types of large complex and difficult-to-
value commercial and industrial properties.

— The assessor should be required, in accordance with standards established by the State, to publish a
statement indicating the valuation methods employed by his office in valuing property.

— 1In those cases where a substantial portion of a local taxing jurisdiction is in more than one county, a-
special assessment equalization procedure should be established by the State,

— The law should be-clarified as to the meaning and scope of exempt property; exempted property should
be valued and listed on the assessment rolls.

— Every owner of exempt property should be requited to reinstate its exempt status initially and then
periodically through formal application to its respective county and: the State; a scheduling procedare
shouid be established which would permit initially at least that this be carried out over a reasonable
time period.

— A State Property Tax Survey Commission or Board should be created to examine propeity tax issues on
a continuing basis, including the legal structure, exemptions, state and local equalization and review, and
other pertinent aspects of state-local tax administration,
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Alt. itive Revenue Sources

Any significant reform of ths Illinois school finanee system will require a commitment of additional
state funds to public education. To provide the niecessary funds to public education, the Committee rec-
ommends the following.

— At least 50 percent of the increase in general state revenue should be allocated to public education for
the next five years.

— At least 60 percent of the State’s share of federal revenue sharing should be allocated to public educa-
tion during the next five years.

If additional funds are necessary, other sources of revenue for consideration include the following.

— The State could broaden the base of the general sales tax to include other services.

— The State could commit all additional growth of the State’s 1/12 net income tax rebate to counties and
municipalities and reallocate this money to public education.

— The State could increase the corporate income tax rate by 1 percent and the personal income tax rate
by five-eighths of 1 percent.




CHAPTER ONE ;
THE EQUITY PROBLEM AND BROADER SOCIAL IMPLICATIONS

The Nature of the Problem

Public education in the State of Illinois faces the same complex financing problems as public education
in' virtually every other state. In light of the broadly publicized lawsuits in California and Texas as well as 1
a myriad of suits in other states, it seems apparent that the courts have begun to directly challenge the |
financial equity systems with which educators, finance experts, and legislators have wrestled for years. The
fundamental problem is that uneven distribution of wealth, combined with inefficient or archaic school
finance formulae, result in gross disparities in terms of equal access to revenue to educate children.

The Ilinois Problem

In basic terms, the Illinois Problem can be expressed by noting that the funds available for education
at the level of the local school district are heavily dependent upon the assessed value of property. This
results in wide disparities in the assessed valuation-per-pupil (hence funds available) throughout the state.
Access to revenue for education in Illinois is primarily a function of the place of one’s residence. It is evident
that in communities where there are significant amounts of business or commercial property and small num-
bers of students the assessed value is high and school money is plentiful with even low levels of effort. It
is equally apparent that where there is no business or commercial property, and where houses (and large
numbers of children) alone exist, the value per pupil is usually correspondingly low and school funds are
often desperately short, often even with exceptional effort in terms of tax rates. Such situations are com-
pounded when there are heavy needs for specialized services to meet the needs of deprived or disadvantaged
children.

While it seems clear that a major factor in most motivation to study problems of school finance may
be related to the impact of impending court decisions, 1t seems equally true that there is a growing concern
for the fundamental issue of equity as a moral and educational issue. The charge of the Superintendent |
of Public Instruction to the Superintendent’s Advisory Committee on School Finance, from the begin-
ning, was to explore means of providing “equal access to eclucational opportunity” for every boy and girl in
the State of Illinois. Viewed in this light the equity issue takes on clearly educational as well as fiscal impli-
cations. The issue may well be initially separated into two component parts. These may best be described
under the headings of “Financial Equity” and “Philosophic Equity.”

Financial Equity The problem of financial inequity can be easily demonstrated through analysis of recent
data pertaining to the financial resources available to Illinois school districts. To modify these recognized
disparities, Illinois has historically used various formulae designed to reduce to some degree the disparity
between wealth and needs. The disparities, however, are so great, and the formulae in action are so limited
in impact that, in fact, most of the inequities have continued and some have grown greater. It seems clear
that the thrust of most recent court decisions throughout the nation is to hold that significant school rev-
enue-access disparities within a state may violate “equal protection” clauses in either state or federal consti-
tutions or both. If such a position is upheld by the United States Supreme Court, it will apparently be
necessary for states throughout the nation to adopt means of financing schools which, for practical purposes,

) eliminate the disparities between districts, at least insofar as equal access to fiscal resources is concerned. It
is not yet fully clear whether or not differences in actual expenditures may exist provided the only variables
are such factors as “effort” or “weightings” based on special educational needs, and provided fuither that
reasonably “equal results from equal efforts” are assured. It does seem clear, however, that the challenge
is to ultimately seek means to eliminate the revenue resource differentials if, in fact, any sort of financial
equity is to be achieved. “Financial Equity” implies the elimination of inherent revenue access disparities
wherever they may exist.

i Philosophic Equity The philosophic aspects of the equity issue often begin with debate upon the degree,
! if any, to which different levels of expenditures can be justified within a state. The bases for such variation
might, it is argued, include factors such as “effort” or some special determination of “educational need.” It
appears to be a generally common premise in most existing finance formulae that there is nothing inherently
unreasonable about spending-increased dollar amounts per pupil on those students who have special educa-
tionial needs which can only..be remediated by special programs. It would not appear that major contro-
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versy centers on such variations. The implications-cannot, however, be overlooked. It is a fundamental
philosophic issue as to whether or not “equity” requires “sameness” or “adjusted variability.” Any school
finance formula must face squarely the historic precedent inherent in €ducational programs for brain dam-
aged, blind, deaf, or physically handicapped students or other students with severe abnormalities which
result in significantly greater dollar costs than do more basic programs for educating the children with morc
“normal” attributes. Categorical financial support for special services, special therapies, and highly complex
equipment or training necessary for such students appears to be a.common pattem of variation. If this, in
fact, is to continue, it elates closely to other extremely complex questions.

However easily one may accept the premise that physically handicapped students, for example, need
special training and ‘thus special dollar allocations, is it as umiversally accepted that there is a concomitant
requirement to support compensatory education services to treat the cultural, economic, racial or social
differences which are at the roots of some of the most emotional and challenging disparities in American
society? Who shall make such judgments? Are they moral or legal or both? The answers to such ques-
tions will have a critical bearing on the evaluation of any present or proposed system of educational finances.

The issues of “philosophic equity” center often on the degree to which districts shall be allowed to
make voluntary local decisions to spend greater or lesser amounts than might normally be established as
state-wide or median figures. Basic questions abound and must be rccognized. For example, does “equity”
require that every school district in the state spend the same dollars (per weighted pupil perhaps,) or does
“equity” perhaps require that every school district in the state have equal access to revenue, while still
ietaining some degree of local control in decision makir.: Shall the state establish minimum levels be-
low which no district can fall in order to assure minimum basic educational standards? Shall districts be
allowed to spend more than the state minimum when local taxpavers are willing to tax themselves for
special purposes and special reasons? Shall such variance be unlimited or shall it be controlled by the
establishment of maximums beyond which districts may not move? Shall “lighthouse” districts be en-
couraged or discouraged? Where shall funding for :nnovation and creativity be sought? What are
the implications of centralized state control versus local control? Each of the questioris previously
cnunciated have profound philosophic implications as ore evaluates any given formula.

The philosophic dilemma faced in confronting the tremendously controversial question of “full
state funding” versus a “combination” designed to preserve greater local control and autonomy is,
in particular, a major issue of substance. There aic those, for example, who hold that to have any-
thing less than a total state educational program, fully funded by the state, is “improper” in the sense
that any other system in fact tends to deny functional equality of educational opportunity to various
segments of our society. Any other system is held to functionally discriminate against the poor who are
usually not able to move forward toward greater local effort because of their poverty. Local option
systems are also held to be inherently discriminatory toward segments of society who by the very nature
of certain historic disadvantagements or oppressions may not yet have developed cultural or community
aspirations at a level suwciently high to induce practicable community effort to expand greater levels
for improved educational opportunity. There are, however, opposite views held with equal vigor. All
these arguments are challenged squarely by those wlo hold tﬁat it is a fundamental tenet of American
democracy that citizens have the inviolable right tc make decisions affecting their future, and that one
of the most treasured areas for decision making is local participatory democracy in relation to the public
school system and finance thereof. Persons holding this position might well agree that the gross dis-
parities which result from inequitablé funding procedures need to be eliminated in order to insure
“equal results for equal effort.” They will continue, however, to hold vigorously that American democracy
demands and depends upon the right of local citizens to make local decisions with regard to the degree
of effort that they are willing to make to achieve results compatible with their values and their convic-
tions. They would hold that the risk of centralized govemment control and a centrally controlled and
financed educational system portends either or both legislated educational mediocrity or a form of gov-
crnment and centralization they find anathema.

To deal with any educational finance formula dcsigned to meet the test of court or legislative chal-
lenges, the issues of philosophic equity cannot be avoided. They are real. They are complex. They are
emotion laden. They cannot, however, be bypassed or ignored. Such issues will underlie every evaluation
of every plan and every option aimed toward “equity” and “equal access to educational opportunity.”

The Impact of State Education Policy

Ilinois is both a large and diverse state. The 1,084 operating school districts throughout the state
1un the spectrum from the Chicago Unit District, the large clustering of several hundred varied school
districts through Chicago’s suburban areas and counties, lesser metropolitan areas such as Springfield
or Peoria, smaller regional trading center cities, and then the very rural school districts across expanses




of central and southern Illinois. Attitudes regarding the importance of the content of “education” may
vary among these different social settings, but households generally act and voice their concerns that
the concept of “quality education” is very meaningful to their lives.

The 1970 Census reports that 17 percent of Illinois’ population live in “Rural Arcas.” The balance
of the population, 83 percent, live in “Urban Areas.” Many households have mobility and choice of com-
munity, hence school districts, within reasonable commuting distance from their employment. The observation
that households are preferring to reside in suburban communities is confirmed by the Census data. \While
population throughout the State of Illinois increased by 10.2 percent between 1960 and 1970, the patterns
of growth were uneven. Central cities expanded by 1.0 percent; urban fringe and suburban communities
grew by 449 percent; and rural areas declined in population by 2.9 percent.

Local public service amenities, specifically the quality of local public schools, are a significant deter-
minant in the household decision to move and to relocate within the various metropolitan areas. Time
and again in attitudinal surveys, respondents have stated that they felt the “ quality of education” was
significantly different between their prior location and the school district in their present location, though
within the same metropolitan area.

The Superintendent’s Advisory Committee on School Finance in exploring means of providing “equal
access to cducational opportunity” for every boy and girl in the State of Illinois has been asked to
evaluate alternative formulae for funding local public schools, one or more of which could have signifi-
cant impacts on sources and levels of financial resources available to school districts. Each alternative
formula by specification will have different fiscal impacts amorg school districts. In other words, the
lelative financial status among school districts will change. This differential impact among the school
districts will depend on the specific recommended formuiae, the magnitudes of changes in financial
flows, and the recommended schedules for phasing in new school finance programs. The recommended
aifferential changes in school spending per pupil among districts, reinforced by anticipated changes in
local school taxes, may affect both rates and patterns of metropolitan development.

The effects of changing school finances therefore may have social policy ramifications beyond the
local school district budget, affecting rates and patterns of residential construction, metropolitan housing
inventories, employment and manpower policies, and necessitating adjustments to regional physical and
social service planning projections. A mobile population means changing school capital construction re-
quirements and also may affect other education-policy objectives. The Committee is aware of these broader
social ramifications from any recommended changes in the formvlac or procedures to finance public ele-
mentary and secondary schools in Illinois.

Illinois State Education Policy and Individual Attitudes

We have noted that the school finance issue is controversial because two basic philosophical tenets
may not be simultaneously compatible. The fiscal mechanics necessary to achieve “equal access to edu-
cational opportunity” may in the extreme conflict with the aforementioned tenct that citizens have the
inviolable right to make decisions affecting their future, including decisions on residential location
and on the community provision of local govermment services. This right to free choice becomes
a reality when the personal wealth status of households or the joint wealth of the community affords the
opportunity to consider options to public education, or elements of public education. The Superinten-
dent’s Advisory Committee on School Finance properly is charged to undertake a study of fiscal dispar-
ities among school districts, and to recommend changes wherever necessary to provide more equal access
to educational opportunity.

The Effect of the Present General Purpose Grants-In-Aid

Previously we have stated that the general purpose grants-in-aid have had only a “limited effect”
as far as the elimination of disparity among school districts is concerned. We wish now to provide some
further evidence on this point. Unfortunately, therc is no single method of measuring the “equaliza-
tion effect” of grant-in-aid formulas. (1) A descriptive statistic used extensively in the field of economics
and known variously as the “Gini Coefficient, Gini Index, and Index of Concentration” is probably as
acceptable as any other, and may have some advantages over other techniques currently in use among
fiscal analysis. (2) We have computed Gini coefficients for a short time series in Illinois, 1965 through
1971, and the data apsear in Table 1. These numbers are purely relative, that is, they have meaning
only when comparing different years, different states, or different distributions of money. The mathema-
tical derivation of this statistic and the method of computation is given in Appendix A.

Columns one, four, and seven indicate the amount of inequality or disparity present in the fiscal
system from local funding alone, that is, the expenditure disparity arising from the revenues locally
rised. As these numbers become smaller there is less inequality in the system, and as they become




larger there is greater inequality. Comparing the time series for all three types of school districts we
can see that disparities increased for high school districts and for elementary districts but decreased
slightly for unit districts. Columns two, five, and eight show the effect of general purpose grants-in-aid.
The effects of special purpose or “categorical” grants and federal grants-in-aid are not shown in these
data. The method of calculation requires a different interpretation of these numbers. Here, as the
numbers get larger there is a greater proportion of state funds distributed to the poorer districts.
It should be remembered that throughout this analysis “poorer” is operationally defined as lower prop-
crty valuation per pupil and does not reflect income, occupational composition, or any of a number
of other possible socio-economic measurements.

Table 1: Equalization as Measured by the Gini Coefficient in Illinois, 1965-1971

High School Districts Elementary School Districts Unit School Districts
Local Gen. Local . Gen. Local Gen.

Revenue Aid  Combined Revenue Aid  Combined Revenue Aid  Combined
Year (1) (2) (3) (4) (5) (6) (7) (8) %)
1965.......... .0886 .0296 .0575 2152 1807 .0863 1390 1463 0482 -
1966.......... .0937 0177 0619 2180 1940 0736 1063 1045 .0298
1967......... .0962 .0230 0642 2247 2115 .0688 .0995 1052 0357
1968.......... 0914 1177 0636 2267 - .2041 0647 0937 0940 .0385
1969......... 0963  .1037  .0595 2319 1940 0513 1041 0934 0314
1970......... .0993 .2401 .0615 2345 1710 .0628 .1085 0722 0394~

1971........ 1148 1969  .0534 2513 1521 0651 1147 0561  .0487

Different results can be observed for the three categories of school districts relative to the distri-
bution of state general purpose grants-in-aid. For high school districts proportionally more funds have
been distributed to the poorer high school districts. The elementary time series is curviiinear, but the
students in the poorer districts ended up in 1971 receiving about the same share of the state general
purpose funds tll:aot they did in 1965. For unit districts there has been a steady weakening of the
equalization effects of the formula and the share of the state pie distributed to students in poorer dis-
tricts in 1971 was less than the share distributed in- 1965. Much of this trend can be attributed to
the fact that the foundation level has been raised rapidly during this period of time, but the qualifying rates
have not been raised proportionally. This is not an uncommon occurrence with “foundation level” or
Strayer-Haig distribution systems. When this happens the students in the poorer districts usually
receive a progressively smaller share of state funds with the passage of time. As has been pointed out
elsewhere, high school districts are affected in a different manner by this phenomenon. (3)

Columns three, six, and nine show the combined effect of both local revenues and general state
aid. The difference between columns one and three, four and six, and seven and nine, is the reduc-
tion of disparity brought about by the general purpose state aid. Again, the lower the number the
less the disparity in expenditures. It is clear that general aid has reduced disparities in all three types
of school districts, especially for elementary districts. That elementary districts have such a great
initial disparity is to be expected. Generally, in local public finance, the amount of fiscal disparity
increases as the geographic size of the special district governments decreases. Elementary districts
genera.ly cover less geographic terrain than do high school or unit districts. Columns three, six, and
nine show that the general grants-in-aid have had no appreciable effect on reducing disparities among
students in high school districts, and the same situation holds with regard to unit districts. Only a
limitéd equalization trend can be documented for elementary districts. If it is therefore thought desir-
able to reduce expenditure differentials between the students in the poorer school districts and the
students in the more affluent school districts, for any of the moral, philosophical, political or judicial
reasons noted in this chapter, then it is very clear that the General Assembly must make changes
in the existing general purpose distribution system.

Conclusion

Wide disparities exist in assessed property valuations to support pupils among school districts in IIli-
nois. The range of disparities varies among regions in the state. It is true that the present state general
purpose grant-in-aid system does act to reduce gross fiscal inequities and has done so, in fact, for many
years. However, it is also true that there is little evidence that this equalization effect has been strengthened
in recent years. To the contrary, at least for unit districts, the trend may have been to weaken the equaliza-




tion effects of the system. If fiscal disparities are to be greatly reduced then changes must be made in the
present methods of distributing general purpose grants-in-aid. In the pages that follow some alternative dis-
tribution systems are investigated. These alternatives may alleviate ‘existing resource base and tax effort
disparities, but not without the conclirrent possibilities of citizen response that will loop back to affect edu-
cation policies and other social considerations.
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CHAPTER TWO
THE FOUNDATION LEVEL — STRAYER-HAIG APPROACH

The objectives of increasing equality of educational offerings around the State of Illinois and decreasing
inequality of tax effort may be met by adjusting the parameters of the existing Strayer-Haig formula for
aid to the common schools. By increasing the foundation level over the present $520 and simultaneously
increasing qualifying rates over the current levels, more moneys will be-allocated to districts with a relatively
small tax base, and less moneys to districts rich in tax potential.

A Specific Proposal

The specific proposal to be evaluated here involves: (1) an increase in the foundation level to $1050
per WADA, where WADA represents weighted average daily attendance under the current definition; (2)
increase in quahfylng rates to three percent for unit districts and 1.7 percent for elementary and secon-
dary districts, qualifying rates not to be mandated rates; (3) continuation of the density bonus with an
increase in the rate for the largest class of districts (200, 000 or more in WADA) from 16 to 24 percent;
(4) elimination of the flat grant; (5) consolidation of funds from nine to three; (6) elimination of the
altemative means of computation; and (7) three-year period for phasing in the above changes.

The above proposal can be reduced to the following formula:

AV
G =(1050—QR X ) WADA + (1050)DB X WADA
WADA
or.
G ==(1050 WADA — QR X AV) 4 (1050)DB X WADA
where:

G ==Total grant to a district

WADA == weighted average daily attendance

AV = total assessed property value in district

OR = qualifying rate, 3% for unit districts and 1.7% for elementary and secondary districts
DB = density bonus for the district

" The present formula is:
. AV
G=(520—0R X
WADA

) (1.19 4- (520)DB X WADA

where the qualifying rates are 1.08 percent for unit districts and 0.84 percent for elementary and secondary
districts (0.90 for districts under 100 WADA). The 1.19 factor represents legislative augmentation of aid
under the present formula. The present formula allows an altemative method of computation for districts
entitled to aid of less than $120 per WADA under the above formula.

Table 1 illustrates the impact of the proposed formula changes on districts ranging from $5,000 to
$100,000 in assessed -value per WADA. It is important to note that the qualifying rate is not mandated
under this proposal. It merely serves to determine state aid entitlements. This implies that any district
with a current total tax rate of 2.7 percent need not raise its taxes to receive the new state aid.

It is proposed that the changes be phased in over a three-year period. During each of the three years
calculations for each district would be made under both the old and the proposed formulas. A district ex-
periencing an aid increase under the new formula would receive the amount of aid under the old formula
plus one-third of the increase in the first year. In the second it would receive aid under the old formula
plus two-thirds of the increase. In the third year the district would receive its full entitlement under the
new formula. A district losing aid would receive its old entitlement minus one-third of the difference be-
tween the old and new formulas in the first year, minus two-thirds in the second year, and only its entitle-
ment under the new formula in the third year.

Ancillary to the formula change is a proposal to consolidate all funds, save the Bond.and Interest Fund
and the Site and Construction Fund, into one fund. Were this accomplished, a new tax rate limit would
have to be established for the augmented fund corresponding to the tax rate limits on the funds as cur-
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rently established. The Bond and Interest Fund and Site and Construction Fund probably would have to
be retained as separate funds because of investor requirements for the sale of bonds. The purpose of this
proposal is twofold: (1) consolidation of funds would introduce greater flexibility in fiscal decision making
at the local level; and (2) the equalizing effects of state aid would be introduced into all aspects of the dis-
tricts’ educational program, not just current operations. It has been proposed that the State undertake a
program of equalizing aid for capital expenditures. Were the funds consolidated, and transfers of aid
money into the Bond and Interest Fund permitted, a degree of equalization in capital programs would
be accomplished within the boundaries of the general aid formula. )

The Rationale

The above proposal is consistent with the objective of introducing more tax and expenditure equality
into the Hlinois ‘system of school finance. It is also consistent with the objective of rctaining flexibility for
local school districts to meet the wants of their citizens in provision of education for children of the
district.

The proposal guarantees that any unit district willing to tax itself at a total rate of three percent can
have a minimum of $1050 per WADA to spend on education. This minimum amount would be greater for
districts in large urban areas that have greater problems and higher costs of education. The proposal imple-
ments the notion that a basic level of education is a right for all children of the State, but requires that
districts use prudence in augmenting programs beyond the basic levels because the local districts will pay
the bill for such augmentation. In other words, this program would guarantee a basic program of educa-
tion throughout the State, but it would ‘not subsidize potentially wasteful spending beyond this basic level.
Because augmentation of the program beyond this level falls on taxpayers .of the district, greater economy
. in financing education in the various districts can be expected.

It is recognized that a three (or 1.7) percent tax rate is high, but many, districts throughout the state
already tax themselves at this rate or higher. Furthermore, that rate is not mandated for state aid purposes,
and those districts receiving increases in state aid need not increase their rate to.get the aid. Those districts
having a lower tax rate and which will experience reduction in aid will be forced to bring their tax rates
more in line with other rates around the.State if they wish to continue current program levels. These results
are consistent with the objective of equalization. To the people in the latter districts the price of this pro-
posal is high. But this is what equalization is all about.

A General Discussion

In order to understand better what such a proposal means to the various districts, consider the follow-
ing fictitious cases:

Glick —The Glick Unit School District currently has $10,000 in assessed value per WADA and receives
$490 per WADA in state aid. It has a total tax rate of 2.50 percent and therefore operating expenditures
of $740 per WADA. Under the new program, Glick receives $577 in state aid the first year ($750 after
three years). By continuing the current rate, the Glick operating expenditures could be $827 in the first
year and $1000 in the third year. The Glick school board appreciates the new money, but thinks it can
only spend $40 per WADA of it wisely in the first year, so it reduces Glick’s tax rate to 2.10 and spends
$787 in the first year. Having made plans on the base of the new money, Glick now wisely augments its pro-
gram with the added moneys and holds at the 2.10 percent rate. After three years, Glick is spending $960
per WADA at the local tax rate of 2.10 percent. Result: Since Glick is a relatively poor district, the new
program for state aid has-enabled it to increase education expenditures from $740 to $960 and reduce its
tax rate burden from 2.50 to 2.10 percent. Had Glick retained its 2.50 percent rate, expenditures would be
$1000 per WADA after three years.

Cosmos — Cosmos is a unit school district with 20,000 in assessed value per WADA and 25,000 stu-
dents in WADA, qualifying for an eight percent density bonus. Its current state aid is $390 per WADA,
and under the new program Cosmos will receive $486 in the third year, or about an added $32 per year for
three years. Ifs tax rate is 3.10 percent, providing for current operating expenditures of $1010 per WADA,

.' Since the added money is relatively little, Cosmos uses the new money each year to cover cost increases and
augment its program where possible. After three years the tax rate is still 3.10 percent and expenditures
have increased to $1106 per WADA. Result: Cosmos is about an average district, and thus its expenditures
have increased modestly, and its tax rate stayed the same.

Bucksville — Bucksville is a small wealthy suburb of Populus. Its secondary district has 80,000 in assessed
valuation per student and receives $72 in state.aid (alternative computation method). It has a total tax rate
of 1.80 percent and spends $1512 per WADA. Under the new program Bucksville will only receive $48 per




WADA from the state in the first year, $24 in the second, and nothing after three years. In order to con-
tinue its program, Bucksville raises its tax rate to make up the lost funds. After three years, Bucksville is
spending $1520 and its tax rate is 1.90 percent. Of course, if the community of Bucksville adds to the tax
base so that property value per WADA grows to 84,000, then it could maintain its spending rate of $1512
without raising the tax rate. Result: Bucksville is a wealthy district and it loses state aid and has to tax itself
more heavily to maintain its educational program.

Populus — is the largest city of the state and its unit school district has 400,000 students and an as-
sessed value per WADA of $24,000. With the density bonus of 16 percent, it currently receives from the
State $358 per WADA. It has a tax rate of 2.90 percent in order to spend $1054. Under the new program
(24% density bonus included) Populus will receive $459 per WADA after three years, $392 in the first year.
Because Populus has pressing problems it spends the added amount on education. After three years, Populus
still has a tax rate of 2.90 percent and spends $1155 per student. Result: Populus is a large city above
average in wealth, but with pressing problems. The new program enables Populus to spend somewhat more
without raising its property tax rate.

The State Generally — The fictitious cases above are designed to illustratc the impact the new program
might have on a range of school districts in the State. While the illustrations resemble actual districts,
illustrative expenditure figures are somewhat lower than actual figures because no attempt was made to
include the effect of the categorical aid program or federal aid.

In general, poor districts will receive more state aid. It might reasonably be expected that some of the
added money will be used to augment educational programs in those districts, and some of the money will
be used to reduce property tax burdens. Both results are in line with the tax and expenditure equality aspects
of the Rodriquez-Serrano decisions.

Districts of average wealth would experience modest increases in state aid that would permit those dis-
tricts to keep up with increasing demands for quality educational services without increasing tax rates. It is
likely the property tax rates in those districts would remain pretty much the same.

The wealthier districts would experience modest reductions in state aid under the new program. And, it
is reasonable to assume that those districts will raise tax rates slightly (from 1.80 to 1.90 in the Bucksville case
above) in order to maintain their current programs.

Cost of Program and Revenue- Sources g

The program outlined above will require the state to increase its spending for aid to common schools
by approximately $115 million over amounts that would be spent under the present program for each of the
first three years under the program. The total increase aftet three years would be about $345 million. These
amounts are modest. Indeed, the projected three-year increase in state aid is less than the projected in-
crease of $374 million between 1969-70 and 1972-73.

The implication of the cost figures is that a state program of increased equalization as outlined above
can be financed out of the normal growth in state revenues under the present tax structure. Of the projected
increase of $280 million in general state revenue from revenue sharing and state tax sources between Fiscal
1973 and Fiscal 1974, only about 40 percent needs to be allocated to the common schools. This is only
slightly variant from the percentage of total general revenues already allocated for this purpose. Any moneys
under federal revenue sharing programs would make the financial burden even smaller.

In general, the proposed program involves relatively little added cost to the state. The reason is that the
new program achieves increased equalization under the principle of a “modest leveling up”. Most districts
receive additional state aid, but a substantial number will experience reductions in aid. This is necessary if
leveling is to occur at reasonable cost to the state. “Leveling up” involving no reductions in aid to any dis-
trict would involve a very substantial added cost to the state. For example, the maximum loss in aid to any
district is approximately $170 per WADA, occurring in unit districts with assessed value of $35,000 per
WADA. If this amount were added to all districts (save those wealthier than $35,000 in which cases less
than $170 need be added) in order to retain the same absolute amount of leveling without reducing aid to
any district, the increase cost over the program as proposed would be in the neighborhood of $370 million.
Even so, less relative leveling would occur if this were done.

Summary of Advantages and Disadvantages

The proposal described herein-must ‘be weighed against other alternatives. The two alternatives con-
sidered here are (1) fullstate funding, and (2) tax effort formalas.
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Advantages Over Full-State Funding

1. This proposal can readily be implemented within the present structure of school finance in Illinois.
Fullstate funding would require complete reshaping of education institutions from the state level down to
the individual school districts.

2. This proposal would allow the various districts in the State to have a differing scope of educational
program depending on the wishes of the people in the districts.

3. Because this proposal continues the principle of partial state funding, the local citizenry would
probably retain greater control over the type of program offered in the various districts. Were the State
legislature to appropriate all funds for education in the State, it is unlikely that citizens of local areas
would have as much control over the character of their own schools.

4. This proposal is consistent with the current revenue structure of the State. Full-state funding would
require institution of a statewide property tax or a major reshaping of other taxes.

5. Fullstate funding with complete equalization of effort would further exacerbate problems of immi-
gration of poor citizens from other states.

6. Under full-state funding, residents of wealthier districts, upon finding that their schools are no
better than schools anywhere else in the State, might be encouraged to migrate to other states. The same
people might send their children to private schools, thus eroding powerful political support in the state
legislature for adequate funding of public schools.

Disadvantages Compared with Full-State Funding

1. This proposal does not do away with all inequalities in educational offering by reason of wealth
differences. Assuming that political clout under a full-state funding scheme would not lead to wealth oriented
allocations, a fully funded system is capable of 100 percent equality.

2. A realignment of parameteis under the traditional Strayer-Haig formula does not as clearly meet
the Rodriquez-Serrano tests for equalization of effort and educational offering.

3. The State as a whole has greater control over the scope and character of schooling provided in the
various districts of the State. (This is a disadvantage of a fully-funded system to the advocates of greater
local control over educational offerings.)

Advantages Over Tax Effort Formulas

1: The proposal contained herein involves lower cost to the state government than the tax effort
formulas under serious consideration.

2. Tax Effort formulas may subsidize wasteful spending at the local level. For example, if a district
gets $2 in aid for every $1 it provides from local effort, the district might be induced to augment programs
beyond an economical level. Under the Strayer-Haig formulation embodied in this proposal, the district
gets a given amount of resources, and spending beyond that level is funded entirely out of local effort.

3. This program provides a basic level of funds to a district and the education of children in the dis-
trict is not as subject to the tax avoidance whims of the residents of the district. Tax-effort formulas (to
the extent local tax rates are not mandated at ligh levels, in which case the program resembles full-state
funding and little or no local leeway) have the feature that if the local district reduces its tax rate, staté
aid is also reduced and the educational program is correspondingly disadvantaged.

4. Unless rates aie precisely mcndated (no leeway in local effort, save harmless region) a tax effort
formula requires state appropriations not precise as to amount. State appropriations depend on local behavior.
The program outlined here is precise as to amount of state aid, and zid does not depend on local behavior.

Disadvantages Compared with ‘Tax Effort Formulas

1. A tax effort formula is capable of providing to every district the same amount of funds for
the same local tax rate. For example, it could be established so that each district with a tax rate of
2.0 percent generates $1,000 per WADA or with a tax rate of 2.5 percent generates $1,250 per WADA,
regardless of tax base. This would seem to be true equal dollars for equal effort. Under the Strayer-
Haigb proposal outlined here, district resources beyond the basic level depend on the district property
tax base.

2. Resource equalizing, with tax effort factor and local leeway, would seem to meet precisely the
test of the Rodriquez-8errano decisions.

10




3. A tax effort formula generates a “matching grant” rather than a block grant. Thus, it lowers
the price of education in the various districts receiving aid and encourages avzmentation of educational
programs. For example, in a district with assessed value of $20,000 per WADA (given a guarantee of
$50,000 at 2.5 percent and mandated minimum ratc of 2.0 percent) an increase in rate from 2.0 to
2.1 percent would generate an additional $50 per WADA. Under the proposal outlined here, the in-
crease in rate from 2.0 to 2.1 percent would generate only $20 per WADA for the district. (Note
from comments on the advantage side above, the desirability of this aspect of a tax effort fonnula
depends on onc’s view of the social usefulness of spending resulting from this kind of encouragement.)

Table 1
State Foundation Aid
Unit Districts Elementary and Secondary Districts
Present* Proposed Present* Proposed
. 520—1.08%(+19%) 1050 —3% 520 — .84%(+19%) 1050 —1.7%
Property Property
Value Aid Aid Value Aid Aid
/ WADA / \WWADA / WADA / WADA / \WADA / WADA
$100,000 $ 57 $ 0 $100,000 $ 57 $ 0
801,000 66 0 80,0600 76 0
60,000 38 0 60,000 109 30
50,000 105 0 50,000 132 200
40,000 132 0 40,000 205 370
30,000 234 150 30,000 308 540
20,000 361 450 20,000 412 710
10,000 491 750 10,000 515 880
5,000 555 900 5,000 567 065

= =

* Reflects alternative mcthod of computation and flat grant of $48.

Table 2

Resources available per WADA to District with Assessed Value of $20,000
per WADA under Comparable Strayer-Haig and Tax Effort Fonnula

Strayer-Haig Tax Effort Formula
Local
Tax From From
Rate Total ~State Total State
2.0% cooemeeceesersen $ 900 $500 $ 800 $400
2.5% cererereeecrescaenn 1000 500 1000 500
3.0% cectrerrmerssraen 1100 500 1200 600

This point, and points 2 and 2 from the advantages of Strayer-Haig detailed above, can best be
explained with Table 2. Consider a StrayerHaig with $1,000 foundation and 2.5 percent qualifying
rate (not mandated), and a tax effort formula (in the form of a resource equalizer) with guaranteed
valuation of $40,000 per WADA and mandated rate of 2.0 percent with 1.0 percent leeway upward.
These parameters were selected to make the two programs of comparable magnitude and the numbers
round.

Note that an increase in the local rate under the tax effort formula generates more money for the dis-
tricts than generated under Strayer-Haig. Note also that a decreasc in rate under the tax effort formula
affords the district a greater reduction in resources. In other words, a tax effort formula generates greater
variability of resources with a given variability of local tax rates. A district is not rewarded under Strayer-
Haig for increasing effort; nor is it penalized for reducing rates.

STRAYER-HAIG FORMULA, WITH COMPENSATORY STUDENT RECOGNITION
AS A SECOND TIER

This proposal builds on to the previous Strayer-Haig recommendations by substituting a “com-
pensatory student” element for the density bonus element.
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This proposal can be reduced to the following formula:
AV TI
G = (1050 — QR X ) WADA - 1050 (WADA) X .3
WADA WADA

where the qualifying rate is 3 percent for unit districts and, to maintain continuity in this chapter, the
qualifying rates are 1.7 percent for elementary and secondary districts.

TI are the number of compensatory, or deprived children from low income families recorded in
a district under Title I of the Federal Elementary and Secondary Education Act of 1965.

The proposal therefore has two district elements or tiers, the basic foundation grant and the com-
pensatory child element.

The Basic Foundation Element

Three major positions on allocation systems have been identified:
3 1. Strayer:-Haig Foundation

2. Equal Support For Equal Effort

3. Full Statewide Equalization

The proposed formula above is a variation of the Strayer-Haig Foundation approach. The basic
foundation element is a “leveling up” of State gencral aid moneys. Most school districts in the lowest
two quartiles of assessed valulation wealth base would receive additional state aid over the three-year
phase-in period. School districts in the wealthiest quartile would lose their guaranteed minimum flat
grant,

Advantages of Strayer-Haig, with District Compensatory Student Tier

1. No mandated property tax rates.
2. No mandated ceiling on local school district spending,
3. No mandated uniform spending per pupil.

4. No distortion of the local school district “tax-price” above the Foundation with Qualifying Rate
state aid.

Distortion to local spending decisions can occur two ways under Equal Support For Equal -

Effort. First, school districts with a relatively low present tax effort factor will be encouraged to ex-
pand. If such a district reccives $2 in state general aid for every $1 of additional local tax doilars,
then the marginal “tax-price” is $.33 for $1 of realized incremental education moneys. Second, some
Equal Support For Equal Effort proposals require more affluent school distticts to contribute directly
to the support of less-affluent districts—the so-called Robin Hood feature. The marginal “tax-price” of
the affluent school districts is greater than $1 to provide an additional $1 through the local school dis-
trict budget. One alternative for affluent school districts facing adverse “tax-prices” is to form conduits
to provide supplemental educational services outside the specific school district budget.

/ Disadvantages of Strayer-Haig Foundation Element

1. Does not assure all districts the same amount of funds for the same local tax effort.

2. Absence of automatic flexibility. The parameters of the Strayer-Haig element (and the Com-
pensatory Student element) must be reexamined annually for applicability to changing edu-
tional needs. This is identified as- a disadvantage.

The Compensatory Child Element, with a Weighting of Compensatory Pupils at 1.3 Per Qualified Pupil

This proposal substitutes a compensatory child element for the density bonus factor.

The compensatory child element follows the rationale in Title I of the Federal Elementary and
Secondary Education Act of 1965. Title I originally was designed as a Federal categorical aid program
intended to benefit a target population—educationally disadvantaged children from low income house-
holds. Federal funds under Title I totaled $61 million, or 40 percent of total federal aid for Illinois
education. The federal program is designed on a national level, to provide guaranteed federal minimum
supplementary fiscal assistance to school districts with children from poverty households. The State of Illinois
in its commitment to equal access to quality education can supplement the minimum adequate support
clement of the general state aid formula by directly assisting schools that educate deprived children from
low income families,
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The present General State Aid Formula recognizes that children from low income families are
disadvantaged, and the formula was amended in 1970-71 to include a Density Bonus. The principle
underlying the Density Bonus was that districts with 10,000 or more district weighted average daily
attendance (DWADA) would have a greater incidence of pupils with exceptional educational needs.
The state in 1971-72 provided additional moneys to 26 eligible districts under the Density Bonus.

linois school districts under this proposal explicitly recognizes Title I children and distributes
moneys on the basis of the number of such children in each district. Districts ought to be required to
spend these additional moneys in the attendance centers of the Title I pupils, and annual audits can
be required. No other restrictions ought to be placed on district use of the Compensatory Student
moneys, however, as this is an element of the propost:d General State Aid Formula.

Advantages of Compensatory Student Element

1. Provides for greater resource equality than the proposed Strayer-Haig base element alone. This
is essentially accomplished by a grant apprioach.

2. Specific acknowledgment of the dissdvantages of lioverty in the General State Aid formula
and in the statewide resource distribution of school moneys. A fiscal alliance may be formed
between the urban ‘poor and the rural poor.

Disadvantages of Compensatory Student Element

1. The use of Title I specifications of deprived children ties the State of Illinois to Federal standards.

2. No additional allowance is made for concentrations of Title I pupils in pockets of poverty. The
proposed formula can be further amended to include:
Percent TI in District WADA

Percent TI in Statewide WADA
Any further amendments are at the expense of increased formula complexity.

3. Some moderately wealthy school districts may receive State moneys under the Compensatory
Student element because of the presence of Title I pupils. The number of school districts in this
category has been reduced; however, by linking toth the Strayer-Haig base element and the Com-
pensatory Student element into a single erjuation.

Table 3
Fiscal Impact of Strayer-Haig Base, with Second Tier 1.3 Compersatory Student Recognition

Effect on Test Districts:

72.73

71.72 Title I Present Proposed Percent
District WADA Pupils Allocation Allocation Change
Salt Creek ...onee vn e . 1,101.03 35 $ 182,703.09 $  229,560.22 25.65
Westfield aoeeereeenceeane . 173.12 30 §0,492.00 79,641.51 31.66
Wood Dale ..ovvve o 1,446.18 54 610,644.65 759,839.36 2443
Oak Park—River Forest.. 5,160.43 226 552,866.27 394,15040  —29.00
Oak Lawn wevee v e 3411.01 176 732,548.49 923,622.05 26.00
Peotone ..o 1,336.09 114 362,279.84 366,849.57 1.26'
Chicago ...cweeecremsercmsemsannes 512,754.09 249,791 167,086,961.04 223,528,941.08 13.00
Champaign ......c.ceocoemeesenns 10,870.48 1,556 3,051,229.49 4,210,037.99 9.00
Edwardsville ....oovveeeecnnea. 5,289.75 404 2,188,301.62 2,528,360.82 15.00

STATE TOTAL 426,222

Total additional state costs, with a three-year phase-in period during which school districts would gain or
lose one-third of changed entitlements each year: Fiscal 1973-74 $130,000,000.

STATE AID ALLOCATION FOR 1973-1974
Assumptions
The Present Allocation Systzm

If Illinois were in a position of starting anew in developing and implersenting a school finance plan,
few people would recommend our present system. A new system would be far easier to develop if the pres-
ent system could be erased and a new structure instituted.  However, if this would occur, much that is

13




sound would be lost. Due to the complexity of the current Illinois system, it is far easier to retain the features
in the present formula which provide adequacy and cquity and to direct new resources toward the most
urgent educational problems. Other changes wili be required beyond Fiscal 1974, but the following proposed
changes for 1973-1974 are sound and fiscally prudent.

Equality of Educational Opportunity

Recent court cases have been addressed to this vital issue. Currently, the United States Supreme Court
is hearing the Texas Case (Rodriquez ct al v. San Antonio Independent Scheol District). Illinois would
have to prove that the differences in spending are necessary to promate a compelling State interest if the
“strict scrutiny” test, the standard used in Texas, California, New Jerscy, and Minnesota, is applied. As you
may surmisc, meeting this test in Illinois would place everything up for grabs. A more lenient interpreta-
tion by the courts may be one that challenges the plaintiffs to prove that a state’s present funding system
is not a valid one. Even ignoring court decisions, equal access to cducational opportunity is ot being
provided and the State must initiate reform which reduces or eliminates present inequities.

Equal Dollars for Every Scholar

The California Supréeme Court did not say that this situation must prevail. Noteworthy schoo! finance
studies conducted by the National Educational Finance Project, the New York Fleischmann Commission,
and the President’s Commission on School Finance recommended that cost differentials -be applied to recog-
nize the higher costs in certain geographical areas and higher costs associated with educational needs of
pupils. The extent of local resources allowable beyond the state support level is not settled. A practical ap-
proach to any reform is that it be phased in over a period of years. Otherwise, the implementation cost is
so great that the State could not fund it. Stabilization and/or reduction of resources to some districts and
too great an increase in resources in other districts is unwarranted.

Reducing expenditure ranges in the State will not be accepted without opposition. ‘We could: experience
a reversal in local conwrol. Currently, low wealth districts do not have much local control. They operate
the most economical program possible and have few options available to them. On the other hand, wealthy
districts have sufficient resources to allow them greater flexibility in their decision making.

By generalizing, reducing wealthy districts’ resources and increasing poor districts’ resources pushes the
pendulum the other way—wealthy districts would be restricted and poor districts would have greater flexi-
bility in their decision making.

The Present Situation in Illinois

An analysis of the 1972-73 State Aid Formula indicates a number of factors could be amended to bring
about both greater equity and more uniformity in the treatment of districts. Several features in the present
State Aid Law, some significant, some of minimal impact, need to be altered or completely eliminated to
foster a more equitable treatment of pupils, attendance centers, and school districts. They include the two
key variables in the Formula: how to count pupils and how to measure district wealth. The present State
Aid Formula Law is the result of major amendments made in Fiscal 1970, 1971, 1972, and 1973. They in-
clude formula changes in weighting, qualifying tax rates, the density factor, the add-on factor, cligibility
for filing supplementary claims, and which WADA is used in determining the actual State aid cntitlement.

Increases in school district expenditures have been occurring for years. During the past few years, the
percent of state support has increased with the exception of Fiscal Year 1972 (see Table 4).

Table 4
State Support Compared to Total State and Local District Revenues
1968-1969-through 1972-1973

(in millions)
Percent
School State Total State
Year Support Revenues Support
1968-1969 . $ 516.6 51,7449 29.6
1969-1970 7870 24384 32.3
1970-1971 954.7 2,256.1 423
19711972 1,028.7 2,537.3 est. 40.5 est.
1972-1973 - 1,161.8 2,822.3 est. 41.2 est.
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As district expenditures have increased, the difference in the increase not orovided through state funding
lhas been obtained from local sources, predominantly from property tares. Thus, taxing bodies werc
greatly concerned about the tax freeze, a ceiling on property tax extensions, proposed during the 77th Illinois
General Assembly. It would have stabilized or reduced district resources waless the State provided replace-
ment for the tax revenuc losses during the proposed freez: period. Under the Hlinois funding system, a school
district’s wealth, as measured by assessed valuation per pupil, is a significant factor in determining school
district expenditures. In most instances, wealthy districts have higher expenditures per pupil than the less
affluent districts. The range in operating expenditures in Illinois school districts was from a low of approxi-
mately $500 per pupil to more thau $2,500 per pupil in 1970-1971. A similar situation exists during 1972-
1973.

There is considerable equalization in the present state aid formula for educational fund revenues. That
is, rich districts receive less state aid per pupil than poor districts but the tax rates in general in wealthy
districts are less thin the tax rates in poor districts. In essence, wealthy districts may provide a quality pro-
gram, as measured by Jistrict revenues available, with less effort, as measured by tax rate, than poor districts.
This situation is in direct conflict with the Serrano principle~-a child’s cducation shall not be a function
of the wealth of an individual school district, but dependent upon the wealth of the state as a whole. Theve
are those who assert that quality education is not corrclated to expenditures, but others maintain that if this
is true, let the pupils in the low wealth, low expenditure districts undergo this experience.

The present $520 foundation level plus a 19 percent increase in the state aid allocation per WADA
pupil provides a different {3undation level for cach district, except for the 17 flat grant districts. This occurs
because the 19 perceat is applied to the special cqualizati~n amount (the foundation level minus the qualify-
ing amount) which varies depending on a district’s assessed valuation. '

The allocation system does provide significant equalization but is inadequate when limited to the educa-
tional fund and is completely deficient in providing the necessary resources for districts when all operating
expenditures arc included. The present varying foundation level is considerably under the 1970-1971 State
average operating expenditure per pupil. The average operating expenditure per ADA pupil in the State for
Fiscal 1971 was: elementary districts, $878; secondary districts, $1,385; unit districts, $1,067; and Chicago
District Number 299, $1,240. In effect, the state foundation level is a floor which contributes toward the
wide range of expenditure levels prevailing in the State. "The fact remains that as the State’s share of sup-
port decreases, the wealth of a district becomes the determining factor in per pupil spending and this creates
and contributes to inadequate and incquitable funding of the schools.

Variances in expenditures occur to a considerable exteat within districts as well as between districts.
Districts should implement expenditurc plans which result in an equitable and comparable allocation of
moneys among attendance centers within each school district.

Options Available to the State

A plan to improve equity in financing must attack the problem from both sides: the state aid side and
the local tax revenue and expenditure side. The problem of reducing disparitics among districts cannot be
solved through a linear approach. The following statement may clarify the point:

Let us assume that the State adopts three educational finance policy objectives: (1) local option
to make expenditures, without limit, for cducational purposes, (2) State protection, that is, not legis-
lating an allocation system whick the State could not fund or if it did it would bankrupt the State,
and (3) equity, such as has been proposed through power equalizing systems whick provide districts
equal revenues per pupil when equal tax rates are extended.

An examination of these three objectives shows that any two are feasible, whereas the three objec-
tives when considered together are incompatible. If objective 1 is adopted—local opion to make ex-
penditures, without limit and 3—equity, the power equalizing approach, then 2—State protection does
not exist. If 2—the State budget is protected and 3—equity prevails, theri 1—the local option to raise
expenditures above a State mandated maximum is lost. If 2—the State budget is guarded and 1—local
option is allowed, then 3—equity, the ability of all districts to have access to equal resources per pupil is
abandoned. The latter option with the expectation that the State will make a transition over a mini-
mum %hree-y&r period to approach a system which would have a chance of meeting the Serrano
principle.

The Need for Increased State Support

The deteriorating financial position of many Illinois school districts continues. The spiraling costs of
education are being partially absorbed by the State but more than one-half are annually transferred directly
to the local property taxpayer and/or indirectly to the district through deficit financing. The new Illinois
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Constitution provision that all personal property taxes be abolished by January 1, 1979, is already under-
way through the 1970 statewide referenda which abolished the paying of personal property taxes by individ-
uals. The legality of this referendum is currently being contested in the U.S. Supreme Court. A muling
should be issued in the immediate future.

Changes in the state support method should be legislated which: 1) increase the state dollar amcus.t;
2) increase the state percentage amount; 3) reduce the expenditure range between districts by enabling
expenditures to increase more rapidly in poorer districts than wealthy districts; 4) eliminate the technical
kinds of inequities in the state aid formula; 5) place a greater emphasis on educational need.

More changes are urgently needed but z major overhaul for 1973-1974 would call for a significant in-
crease in State support, a revolution in the present method of allocating State support which would be ex-
tremely beneficial to many districts but catastrophic for some districts, or a complete reorganization of
school districts in Illinois.

The School Business Management Task Force Report recommended that all districts with less than
1,000 pupils in average daily attendance be reorganized with or into larger districts. It now appears that
the last hope for district reorganization will occur with the formation of the State P~~rd of Education.
Hopefully, the Illinois General Assembly will deem it essential that the State Board be given powers in-
cluding school district reorganization. Ironically, the major increases in State support to many districts in
the last five years has kept many small low wealth districts operating. Even a state endowed with as many
vesources as Illinois caunot support 1,100 districts if the State accepts its constitutional mandate of primary
responsibility for financing public education.

Hlinois Property Tax Equality and Equity in Spending

School district tax rates extended in 1971 ranged from a low of 4362 percent to 4.7800 percent per
$100 of equalized or assessed valuation. The lowest total educational tax rate was in an elementary dis-
trict with $355,386 assessed valuation per pupil in average daily attendance. The highest tax rate was in a unit
district with $5,875 asseised valuation per pupil. Parent selection of residence and ‘accidents of school dis-
trict boundaries have tremendous effects on revenues available per pupil for education.

A number of proposals have been made for a statewide property tax rate for the common schools to
overcome some of the discrepancies in rates and assessed valuation. This proposed tax rate would increase
taxes in high wealth districts with low tax rates and decrease taxes in some low wealth districts with high
tax rates. This recommendation appears to be sousid but it is fraught with danger. Hopefully, if a recom-
mendation of this type becomes law, it would be phased in over three to five-year period. As a generaliza
tion, the proposed statewide property tax would provide tax relief in the suburbs while increasing taxes in
the cities and rural areas.

Recommendations
Formula Changes

1. Increase the add-on percent from the present 19 to 50 percent in dll unit districts and to 60 percent
in all high school and dll elementary districts. An addnional 10 percent add-on to be granted to unit
districts with 1,000 or more WADA, high school districts with 300 or more WADA, and clementary
districts with 700 or more WADA.

This recommendation is consistent with earlier statements related to the dire.need: for school district re-
organization within the State. As indicated earlier, with the exception of the 17 flat grant districts, the State
has a different foundation level for each district, and the poorer the district, the higher the foundation level.
This is a good principle and should ve retained in the law. Increasing the foundation level in poor districts
to the state average expenditure level would increase the opportunity for tax relief.

2. The law should be amended to dllow districts to record general State aid revenue in the following
funds: . aucational; Operations, Building, and Mdintenance; Transportation; and Municipal Retire-

* ment.
For all practica. purposes, school districts through the local property tax provide the total resources for
the Operations-Building-Maintenance, Municipal Retirement, and Facilities (Bond and Interest, Rent, and
Capital Improvements)-Funds. The proposed amendment to the Capital Development Board' Act provides
resources to districts on a limited equalization basis. Therefore, capital funds should not be included in
the general State aid formula.

3. Equadlize educational expenditures within districts.

Essentially this is the Federal comparability regulation which requires that a district allocate non-Federal rev-
enues with no more than a five percent variance per pupil among attendance centers.
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4. Provide an additiondl .3 weighting for the Title I eligible pupil.

This may not be the best criterion, but research shows a high positive correlation between family income and
school achievement. In the final analysis that is the purpose of the educational dollar—to place it where
it is needed most. By placing the .3 weighting in the formula and upplying the percentage add-on, poor
districts would receive increased State support. Districts should be required to spend these moneys in the
attendance centers of the Title I pupils according to an approved plan. Annual evaluations could be re-
quired. The present density bonus in the Hlinois Formula should be abolished. There is no sound basis for
its existence except that school districts with large enrollments are generally in urban areas which experience
a concentration of disadvantaged youths. Only 27 districts will receive density aid during 1972-1973, whereas
the addition of the .3 weighting for Title I eligibles would affect more than 1,000 districts.

Preferably, an Illinois statistic, Aid For Dependent Children (AFDC), should be used in recognizing
educational need. This pupil count is more current than census data used in determining Title I eligibles.
However, the formula projections included in Table 6 are based on 19721973 Title I data.

5. Weighting for exceptiondl children. A weighting should be included for exceptional children. Dur-
ing 19731974 hard data should be collected by districts which would be filed in June 1974 for inclusion
in the weighting and state aid formula for 1974-1975. Placing special education reimbursement under an
equalization formula would help in eliminating the range in expenditure between the wealthy and poor dis-
tricts. The State is committed to funding for handicapped children (Section 14-13.01) in Fiscal 1974
according to the 1972-1973 Law. Amending out Section 14-13.01 during the 1973 Session of the Gener:i
Assembly and weighting these pupils for Fiscal Year 1975 is a practical transition method from categorical
funding to general aid funding. Additional weighting should be developed and included in the general state
aid formula for vocational eaucation and bilingual pupils. This is at least two or three years in the future,
but as good data are captured, weighting for these pupils should be included in the Formula. Again, it would
provide more equalization among districts and reduce expenditure ranges. Most of the present funding for
categorical aid programs is on a nonequalizing basis which contributes to the expenditure ranges between
districts.

6. Pupil transportation. State reimbursement for the transportation of regular pupils is on an equaliza-
tion basis. Increased equalization would occur if the flat grant provision is eliminated from the formula
and districts are reimbursed on a 0 to 100 percent range. Vocational education and special education trans-
portation approved costs should be included in the transportation formula. This would provide low wealth
districts with an opportunity for tax relief and would tend to reduce the range in operating expenditures.

7. ADA vs. ADM. The Stale should stay with ADA. Pupil data for 1972-1973 are being collected
by the local districts on an ADA basis. If the 19731974 State Aid Bill is passed in June 1973 and signed
into Law in August of 1973, all 1973-1974 payments would have to be made using the 1972-1973 ADA data
as submitted by the loca! districts in June, 1973, until each district submitted ADM data for 1972-1973. This
would place a major burden on the local districts. The present State Aid Claim Law allows a district to
use the best six months’ ADA during the school term. Legislation amending Section 18-8 should be enacted
to allow districts to use the first calendar month’s ADA in computing the State aid claim amount. Dis-
tricts experiencing ADA growth during the school term could use the last month’s ADA. In addition, State
aid claim auditing requirements by OSPI Audit Section would be greatly reduced.

8. Pupil weighting. The present .5 weighting for kindergarten pupils should be increased. However,
counting Title I eligible pupils an additional .3 weighting does provide increased revenuss to districts on the
same basis as 1-12 pupils although the educational costs for kindergarten pupils are limited to one-half day
of pupil instruction. In addition, serious consideration should be given for State funding of all pre-kinder-
garten pugils.

9. Limit on State aid increases. In order to provide orderly increases in aid each district should be
limited to a maximum 20 percent increase per year over the base year 1972-1973.

10. Restrictions on deficit financing. A number of Ilinois districts are funding a portion of the current
year's operating expense through deficit financing. Many districts have short-term debt at a level which
would be a major deterrent to the State in any effort to move toward full state funding. Legislation should
be enacted which (1) abolishes the provision for Teachers’ Orders, (2) reduces the anticipatory power of
districts through the issuance of tax anticipation warrants and notes from the present 75 percent maximum
through a 15 percent reduction each year over a five-year period, (3) abolishes the provision of making the
annual tax levy prior to the beginning of a district's fiscal year, and (4) require all districts to adopt a
budget with projected revenues equal to or in excess of budgeted expenditures.

11. Stabilize State aid pavments. Many districts annually experience State aid overpayments because
estimated payments are made using assessed valuation and weighted average daily attendance data that are
updated a year later when the actual State aid entitlement is calculated. The Law should be amended to
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allow the estimated claim to stand unless the district would receive more aid by using later assessed valua-
tion and attendance data. This amendment would protect growth districts and districts that experience major
fluctuations in assessed valuation and/or ADA losses.

12.  Changes in the qualifying tax rates. The qualifying tax rate for all dual districts should be in-
creased to .92 percent, the present maximum without referendum, and to 1.24 percent in unit districts.
Increasing the qualifying tax rate provides greater equalization. The tax rate beyond the qualifying tax rate
is eliminated in dual districts except where the electors have approved a higher tax rate. This action would
contribute to reducing the expenditure range between districts. Furthermore, by increasing the qualifying tax
rate by .03 percent in most dual districts and .16 percent in unit districts would reduce the State's share
under the 1972-1973 State Aid Formula by approximately $75 million. This potential State saving is in-
corporated into the proposed 1973-1974 allocation system on a more equalized basis.

13. Increase State support to dual districts. It is a truism that the State Aid Formula is more advan-
tageous to unit districts when compared to dual district benefits. The State for Fiscal Years 1972 and
1973 amended the dual district qualifying tax rate to a lower level which is nonequalizing, that is, high
wealth districts received greater benefits than low wealth districts. Generally, high school districts received
greater benefits than elementary districts from a .01 percent reduction in the qualifying tax rate. A greater
percent udd-on for dual districts than for unit districts would recognize on an equitable basis the dual dis-
trict disadvantage in the state aid formula.

14.  Alter the permissive tax rates. Although dual districts on the average receive less general State
aid per pupil than unit districts, permissive tax rates granted to them by the General Assembly allow dual
districts access to total resources in excess of unit districts. As general State aid is increased for dual dis-
tricts, parity should be obtained on tax rates which would provide tax relief and reduce the expenditure
range. Table 5 shows some significant tax rates applicable to 1972 levies and recommended amendments
to achieve greater tax rate parity among districts.

Table 5
Tax Rate Analysis
Tax Tax Recommended
Rates — Rates — High
Levy Duals Unit Elem. School Unit
Educational 92%, 1.60%, 92% 92% 1.60%
Operation, Building and Maintenance.... .25 375 .25 125 .375
Transportation ....... 12 A2 08 04 12
Working Cash ...... 05 05 04 .02 06
Fire Prevention and Safety........................ 05 .05 . 04 02 - ..06
Total e 1.39 2.195 1.33 1.125 2.215
Comparison ................. 278 wvs. 2195 2455 vs. 2.215

As previously indicated, a greater percent add-on for dual districts would assist them in obtaining comparable
State support per pupil with unit districts. In addition, this recommendation would contribute toward a
reduction in the range of expenditures among districts of the same type and among all districts within the
State.

15. Transition procedures. Recommendations made above during a transition period toward greater
State funding, would have varying and significant impact on many districts. It is recommended that for
- 1973-1974 no district would receive less than the 1972-1973 actual general State aid per ADA pupil amount.
This save harmless clause is a political necessity to reduce opposition to the proposed funding system and
to protect the affected districts.

Y

Effects and Summary .
The proposed changes to the state aid formula for Fiscal Year 1974 are summarized in Table 6. Cost
data are shown for 1972-1973 and projected costs for the proposed system.

The best estimate at this time (January 1973) is that general state aid overpayments to local districts
during 1972-1973 will be approximately $55 million. Amending the 19721973 State Aid Law to allow dis-
tricts to use the most advantageous data; 1970 assessed valuation and 1971-1972 WADA or 1971 assessed
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valuation and 1972-1973 WADA would eliminate these overpayments except for some of the districts which
filed supplementary State aid claims. Enacting legislation authorizing districts to use the WADA applicable
to the estimated claim or actual claim reduces the adjustment to those districts experiencing WADA losses.

The recommendations move toward several important goals. By increasing state support to the peorer
districts, the costs of education would generally be leveled up. Increasing the qualifying tax rate provides
greater equalization without increasing the tax rate except in low effort districts. Amending out the density
factor and substituting the weighting for Title I eligible pupils is an improved method of recognizing edu-
cational need. Amending out the alternate method and flat grant features of the Formula provides more aid
for low wealth districts and tends-to reduce the range in district expenditures. Maintaining and increasing
the add-on feature of the Formula provides additional monies on a more equitable basis to districts which
could aid poor districts in providing tax relief and/or reducing the range in expenditures. The limitation of
a maximum 20 percent increase in general State aid per ADA pupil and the save harmless provision insures
an orderly transition to the proposed allocation system. Restrictions on deficit financing are intended to man-
date that districts operate on a more stable fiscal position.

Table 6

Estimated Total Cost of the Proposal
1973-1974 (in millions)

Estimated Projected
72-73 7374
Formula Elements Claim Claim
1. Basic Formula ...ooocooeeemeeeeeeeene $585.3m . $590.3
2. Weighting .3 for Title I eligibles.. NA Inc. above
3. Density Factor ..ccceeceveecosreeene 54.2 NA
4. Alternate Method ..oeoeeeeeoeeenee. 244 NA
S. Flat Grant - e e 3 NA
6. Save Harmless .....coeoeeeeemeceeucvvecane-. NA
7. Percent Add-on 115.9% 333.0t
Total Cost e 780.1- 923.3%

* 19 percent for all districts.

} 50 percent for unit districts 1,000 WADA, 60 percent for unit districts with 1,000 or more WADA; 60 peicent for high
school districts with 300 WADA and elementary districts with 700 WADA; 70 percent for high scheol districts with
300 or more WADA and clementary districts with 700 or more WADA,

+ Districts are limited to a maximum increase of 20 percent over 1972-1973 funding.

There are a number of formula elements included in the proposal and some work positively and some
work negatively; however, the general direction is one of improved fiscal policy by the State. A number of
study commissions on the national and state level have made recommendations and/or are in the process
of making recommendations. Illinois is one of the many states with a financing system which is highly
suspect. This is designed to move toward reform within the framework of the present formula. The speed
with which changes are implemented will be decided in the political arena with a gentle push or a giant
shove by the courts.

Effect of Proposal on Test Districts

73.74

72-73 Proposed Percent
Formula Formula Change
Salt Creek (E.—DuPage) ....oooeveeeeeecreeereeereereceeeseeeeenee 182,703.09 202,447.74 10.80
Westfield (E.—Clark) - 60,492.00 72,590.40 20.00
Wood Dale (E.--DuPage) ......... 610,644.65 - 732,773.58 20.00

Oak Park — RF (S.—C00K) e e 552,866.27 552,866.27 0.0
Oak Lawn (S.—Cook) 732,548.49 879,058.18 20.00
Peotone (U —WIll) ..o e 362,279.88 423,030.75 16.76
Chicago (U—Coo0k) .........c....ns 197,086,961.04 236,504,353.24 20.00
Champaign (U.—Champ.) oo 3,851,229.49 4,621,475.38 20.00
Edwardsville (U—Madison) ........ccccoeoemeeeeeeeercruenen ceneee 2,188,301.62 2,625,961.94 20.00

Estimated Cost in 73-74: $143.2m
(New Dollars)
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CHAPTER THREE
EQUAL EXPENDITURE FOR EQUAL EFFORT

The public conscience has been struggling for some time with three critical issues in the financing
of public schools: (1) wide variation among communities in local taxable wealth to support schools,
(2) variation in local tax effort (burden) to support schools, and (3) variation in expenditures resulting
from the state’s primary dependence on the local property tax base. '

State finance systems have not been modified to keep pace with the developing concept of equality of
educational opportunity for every individual regardless of the community in which he (she) happens to
live. The recent court cases have brought these issues to light for quick redress. We are not certain
at this time just what role the courts will play in bringing about change, the speed of that change, and
its fundamental nature. For the present this Committee assumes that states will not be pressured into
hasty and ill-designed changes either by court action or by other social forces.

If indeed it becomes clear, as some students of finance have perceived for several years, that citizens
want greater equalization of educational opportunity at the optimwun level of quality rather than the
minimum, and greater equity in the burden of taxes, there is professional expertise from long years of
research in this field to design fiscal systems to accompli.i these ends.

While changes cannot be wrought overnight, it is equally clear that rational and resolute steps of
longer strides, perhaps unparalleled in our history, may be necessary within the next decade or less. In
the preceding chapter the equalized minimum or foundation approach has been described as one alter-
native. This has been the traditional approach which has been developed to varying levels relative to the
highest expenditure within the respective states. For example, in Illinois in 197071 the foundation of
$520 per pupil was only 39 percent of the highest expenditure in the unit districts, 24 percent in ele-
mentary districts, and 30 percent in high school districts.

The_foundztion approach is based on the theory that the state will guarantee a minimum which is
presumed to put the district of least taxable wealth per pupil within reach of an adequate support if
the citizens of the district are willing.to exercise their local leeway and mise additional local funds.

In practice, foundation levels have always been too low for this objective. Some communities have
extended their local tax effort far beyond others. The range among districts in rates of property taxes
for current expenditures in 1970-71 was from $0.80 to $3.09 in unit districts, $0.36 to $2.68 in elemen-
tary districts, and $0.67 to $2.33.in high school districts. Some fifteen years ago there was a high inverse
correlation between local tax wealth and tax rates. In the last decade costs have risen so ra idly that the
tax rates are far less inversely correlated with local wealth than formerly. Many of the high tax rates
today are found. in districts within high wealth categories.

Theoretically, this foundation approach could lead ultimately, through gradually increasing the foun-
glatcilorll lelvel and concurrently reducing the local leeway, to an equalized expenditure level and an equal-
1zed local tax rate.:

Given these variations the current dilemma is how to bring about greater equalization of tax effort
and expenditure per unit of educational need. There is another approach which may have distinct ad-
vantages over the former, particularly for those who value the preservation of some local responsibility
in determining educational objectives and the residual fiscal decisions. THIS APPROACH CALLS FOR
STATE AND LOCAL SHARING BASED ON THE TOTAL CURRENT EXPENDITURE LEVEL
RATHER THAN THE FOUNDATION, WITH THE EXPENDITURE LEVEL OF THE DISTRICT
DETERMINED BY ITS LOCAL TAX EFFORT AND NOT ITS TAXABLE WEALTH.

The Process of Equalizing

There are two big issues confronting Illinois, and other states as well, as steps are taken to equalize
tax effort and expenditure level. First, will some districts be leveled down and others up? Second, will
all be leveled upward? This Committee believes that the vast majority of people will favor a process of
leveling upward, without reducing the expenditure in any districts. There may be instances of high tax
effort where some reduction in effort would be warranted.

Chart 1 helps to illustrate this process of gradually moving the local tax effort upward to some pre-
scribed level that would be considered a reasonable one for complete equalization of the expenditure
level, which also would be specified. We have made an estimate of $2.50 as the tax effort to be pegged.
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for unit districts and $1.55 for dual districts. The latter figure is selected by taking one-half of $2.50
and adding 30 cents which is the incentive in the present state aid law ($1.68 minus $1.08) for consoli-
dation into unit districts. These tax rates are for current operating expenses. They exclude capital out-
lay and debt service. If this incentive were eliminated, the equivalent rate in dual districts would be
$1.25. If the present 30 cent incentive is retained, the comparable rate of $1.55 for each dual district
is based on the proportions of local funds raised in these districts in 1970-71: $275.9 million in high
school districts and $280.3 million in elementary districts.

Chart |
Equalizing Process
Expenditure Per WADA

$0 250 500 750 1,000 1,250 1,500
f T 1 1 i R T
AV Per
WADA
50 M f<— Key
4 District
Local TR
Unit Dual > <State
< $1.50 $1.05 Aid /
State
le— $2.00 Aid >
State _
€ $2.50 Aid >
4aM |/
750 1,000 1,250

(Ic increase in TR = $5.00 expenditure per WADA in unit districts and $10.00 per WADA in dual districts)

The expenditure level of $1,250 per WADA is chosen for this illustration because this figure is only
28 percent above the state average per WADA ($973) in 197071 and exceeded by only 2 unit districts
— 14 elementary districts and 14 high school districts. Thus this figure of $1,250 appears to be a reason-
able one to serve as a potential goal for leveling most districts upward.
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The combination of this potential expenditure goal and the tax-rate of $2.50 produces a key district of
$50,000 assessed valuation per pupil (WADA) in unit districts, $80,645 per WADA in high school and
elementary districts as the breaking points for equalization. Districts with assessed values per WADA
above these amounts would receive no equalization. They might be given flat grant aid.

To illustrate how the process works the state might set a minimum level of local tax, such as
51.50 ($1.05 for dual districts) which is believed to be reasonable as a beginning. At $1.50 local tax a
unit district ($1.05 in a dual district) would generate enough state aid to reach an expenditure level of
$750 per WADA. For each additional increase of one cent in the local tax rate the unit district would
inereage its expenditure level $5.00 per WADA until limits of $2.50 tax and $1,250 per WADA expen-
diture level are reached. In dual districts the comparable increases would be $10 for each one cent
increase in tax up to $1.55 tax limit and $1,250 per WADA.

We shall show later the total amount of additional state funds needed to equalize tax rates at
$2.50 (3.10 in communities with dual districts) and the cormresponding expenditure level of $1,250 per
WADA assuming the same amounts of federal funds as shown in that year. Then, we shall illustrate
how the additional amounts of state funds could be spread over a period of time to reach such a twin-
goal of equalization, say five or six years, depending on increases of state and local funds in 1972-73 above
the state funds shown here for 197172 as applied to other data for 1970-71.

To illustrate this approach for resolving the equalization dilemma we shall start with the status
of financial support in 1970.71.

Status of Financial Support in 1970-71

The status of support is illustrated by profiles of available revenues for current operating expenses
for the three general types of school districts: unit, elementary, and high school. The basis of analysis is
the WADA (weighted average daily attendance of pupils) used in the state aid formula for 1970-71.

Districts have been listed from the highest to the lowest average amount of assessed valuation of
taxable property per WADA. Next they are grouped into deciles (tenths of the total number of dis-
tricts of each type). Among the unit districts, Chicago is shown separately because of its size. Then,
averages are computed for each decile.

Table 1 shows the data for Chicago and each decile group of the unit districts. For example, the
average assessed valuation (AV) per WADA for decile X (the highest) is $48,760. The district with
highest AV per WADA in this group has $96,900. The average AV per WADA for decile I (the
lowest) is $10,536. The district with lowest AV per WADA in this group has $3,500. Thus the range
in AV per WADA among unit districts in 1970-% is 28 to 1. The median value is $22,000 per WADA.

Table 1
Basic Data 1970-71
Unit Districts
(1) (2) (3) 4) (5) (6) (N (8) (9) (10) (11)

Decile Averages ’

Federal % of % of
Decile (By Tax Rate  Local GSA State  Cat.Aid  Total  TotalAV WADAin RangeAV
Numberof ~ AV Per - (Curr. Funds Per Cat.Aid  Per Funds inUnit - Unit Per WADA
Districts) WADA Exp.) Per WADA WADA Per WADA WADA Per WADA  Dists. Dists. (hundreds)

D QT $18,760  $1.67 816 §112 S22 $30 S 980 40% 17%  $36.1.969
IX e 32,278 1.99 642 192 14 25 873 33 " 22 30.6-36.0
VIIT ... 28,468 2.02 575 238 17 29 859 35 2.6 27.1-30.5 -
VII ... 25,331 2.10 533 288 30 28 879 76 6.4 24.0-27.0
Chicago ...... 23,551 2.30 542 370 33 127 1,072 424 385 23.6-

L4 S 22,554 2.30 519 336 36 25 916 85 8.0 21.9-239
Vo s 20,361 2.23 454 348 32 29 863 8.9 94 19.2-21.8
IV e 18,329 2.26 414 371 33 28 846 8.0 94 17.6-19.1
0§ 16,177 2.37 383 402 24 27 8% 6.3 8.3 15.3-17.5
IT s — 13,572 2.27 309 421 18 27 75 41 6.5 126-15.2
[ 10,536 2.30 243 464 26 82 815 34 7.0 3.5-12.5

AV = Assessed Valuation of Property

WADA = Weighted Average Daily Attendance of Pupils
GSA = General State Aid

State Cat.== State Categorical Aid, Excluding Driver Education
Federal Cat, = Federal Categorical Aid
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All data shown in Table 1 except in columns 9, 10, and 11 are averages. Revenues are broken down
into local funds, general state aid, state categorical aids, and federal categorical aids.

Table 2 shows basic data on the status of elementary districts in 1970-71. The range in assessed val-
uation per WADA is from $5900 in the district of lowest amount to $371,200 in the district of high-
est value. This range is a ratio of 63 to l.

Table 3 shows comparable data for high school districts. The range in district AV per WADA
is from $20,700 to $191,700, or a ratio of 9 to 1.

Tables 4, 5, and 6 show the distributions of total revenues per WADA and tax rates for current
expenses within each decile group. These figures show that there is some overlap in amounts per WADA
from one group to the next. Tgne ratios between the highest to lowest expenditures and highest to low-
est tax rates by wealth deciles highlight the simultaneous problems of equalizing tax effort and expendi-
ture per pupil unit (WADA). These ratios, shew a positive trend or correlation with reference to local
wealth categories for expenditures. The ratios for tax effort are mixed with reference to local taxable
wealth.

The distributions of revenues per WADA shown in the first three tables are illustrated in Charts
2, 3, and 4. These charis enable the reader to visualize the relatively small amounts of revenue from
federal and state categorical funds. The largest components are state general aid and local funds. The
proportion of the total represented in state general aid is highest (43 percent) in unit districts, second
highest -(15 percent) in elementary districts, and lowest (41 percent) in high school districts.

State general aid makes some contribution toward the equalization of available revenue per WADA.
The local funds shown in these charts are averages resulting from variable local tax rates and hence do

Table 2
1970-71
Elementary Districts
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)
Decile Averages ’
Federal % of % of

Decile (By Tax Rate  Local GSA State  Cat.Aid  Total  Total AV WADAin Range AV
Numberof AV Per (Curr. Funds Per Cat.Aid* Per Funds in Unit Unit Per WADA
Districts) WADA Exp.) Per WADA WADA Per WADA WADA Per WADA  Dists. Dists. (hundreds)

D QU $82,874 $1.19 3986 $82  $30 $10  $L,108 106%  36% $61.2-371.2
| O, QT 52,681 1.57 826 118 17 11 972 103 5.5 46.5-61.1
VII ... 41,364 1.89 783 179 32 13 1,007 134 9.2 37.946.4
A2 4 S— 34,240 1.76 603 249 27 19 898 13.1 10.8 314-37.8
\7Z 29,573 1.67 493 298 25 14 830 106 10.1 27.0-31.3
|\ 25,760 1.60 412 334 21 19 786 128 14.1 244-26.9
IV s 22917 1.72 395 359 24 14 792 106 13.1 20.9-24.3
| 8§ Q— 19,440 1.73 335 396 20 16 767 7.8 114 18.1-20.8
 § QU 16,079 1.65 266 426 15 19 726 6.1 10.8 14.5-18.0
QP 11,659 1.67 194 472 35 46 747 4.7 114 59-14.4

* Excluding Driver Education

not show the potential amounts for each decile group at a uniform local tax rate. Obviously, these charts
cannot be used for Eroiecting additional funds needed at each decile to reach any designated equalized
expenditure level. In the later section on planned phases of equalizing we shall show estimates of additional
costs at different levels of tax effort.

One striking observation of these charts is the relative uniform (and small) amounts of state categorical
and federal categorical aids with the exception of Chicago and decile I in Chart 2. Variations of these cate-
gorical funds among districts are large because of certain special aids like state and federal impaction funds
and federal compensatory funds.

Since the average expenditure per WADA in 1972-73 in all districts is estimated to be around $1,000
the figure of $1,250 will bz used as one of the examples in conjunction with a local tax rate of $2.50 ($3.10
in dual districts). This cu:nbination results in zero general state aid in the district with $50,000 AV per
WADA ($80,645 in dual districts). The following numbers of districts show an expenditure of more than
$1,250 per WADA in 1970-71: unit—2; elementary—14; high school—I14.

In the next section we shall discuss further refinement in the Ilinois measure of educational need as
one important step to be undertaken to achieve a greater degree of equalization.
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Table 3

1970-71
High School Districts
(1) (2) (3) (4) (5) (6) (7) (8) 9) (10) (11)
Decile Averages
Federal % of % of
Decile (By Tax Rate  Local GSA State  Cat. Aid  Total Total AV WADAin RangeAV

Numberof AV Per (Curr. Funds Per Cat.Aid* Per Funds in Unit Unit Per WADA
Districts) WADA Exp.) Per WADA WADA Per WADA WADA Per WADA  Dists. Dists. (hundreds)

X e $102,880  $1.11 SLI39 s$62  $19 $19 81,239 6.5%  3.3%  $82.2-191.7
IX 77,297 1.32 1,017 80 33 16 1,146 10.7 7.2 69.3.82.1
VIII ... 66,169 1.47 970 93 27 28 1,118 124 9.8 62.9-69.2
VII e 58,801 1.62 956 105 24 34 LI119 144 12.7 55.8-62.8
|/ - 52,934 1.39 735 117 27 38 917 82 8.0 51.8-55.7
Vo 49,892 1.59 794 136 26 23 979 122 12.7 48.4-51.7
IV . 45910 1.62 745 146 23 32 951 125 14.1 44.448.3
I e . 41,519 1.62 673 183 25 28 909 121 15.0 38.84.2
| 36,604 1.55 568 226 24 45 863 59 8.3 34.2-38.5
| (P, 30,157 1.70 513 289 19 2] 842 51 8.9 20.7-34.1

* Excluding Driver Education
Table 4
' Unit Districts
Profile of Available Revenue for Current Operating Expenses

1970-71
Revenue Per WADA Tax Ratcs
Decile Highest Median Lowest Ratio* Highest Median Lowest Ratio*
D G $1,346 $979 $732 1.84 $2.49 $1.98 $0.80 3.11
IX o e 1,061 872 702 1.51 2.64 2,00 1.51 1.75
VIIT e 1,080 852 728 1.48 2.56 2.00 1.60 1.60
VI e 1,158 828 656 1.77 3.09 2.02 1.24 249
Chicag0 ..ol . 1,072 . e 230 e e
VI e 1,028 827 679 1.51 2.95 2.03 141 2.09
Vot 1,035 802 737 140 295 2,03 1.79 1.65
v 1,028 797 699 1.47 3.10 2.07 1.62 191
| 4§ (R 967 782 709 1.36 2.95 2.09 1.70 1.74
II 901 77% 664 1.36 2.85 2.20 1.68 1.70
I 950 778 657 145 291 2.27 1.36 2.14
All Unit Dists........ 1,346 .. - 656 2.05 3.10 0.80 3.87

* Highest to Lowest

Measuring Educational Need

Fundamentally, the pupil is the unit of educational need. But pupils’ educational needs, and the neces-
sary financial resources to meet those needs, vary among individuals. A handicapped pupil may cost twice
as much as a normal child. A slow learner may require supplementary instruction which can add fifty per-
cent or more to the normal cost.

The early practice of computing educational expenditures on the basis of a gross pupil head count
(enrollment), average daily attendance, or average daily membership, for each district has given way to some
distinctions and cost adjustments (weightings) for some segments of the school curriculum. In Illinois the
practice changed from annual ADA to “best six months ADA,” and later to WADA. The WADA is com-
puted by starting with the “best six months ADA” as a basic count. Each high school pupil is counted
as 1.25 and each elementary pupil as 1.0. This increase of 25 percent in high school ADA is a recoguition
that these pupils cost at least 25 percent more than elementary pupils. The density correction is an addi-
tional weighting for various extra costs associated with heavily urbanized areas. But these corrections are

“stop-gap” measures which have been adopted in a few states in recent years as proxies pending more
direct and refined measures.
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Table 5
Elementary Districts
Profile of Available Revenue for Current Operating Expenses

1970-71
Revenue Per WADA Tax Rates
Decile Highest Median Lowest Ratio* Highest Median Lowest Ratio*
$2,183 . $993 $590 3.70 $1.95 $1.10 $0.36 542
1,468 801 600 2.45 2.68 1.22 0.93 2.88
. 1,340 751 621 216 2.55 1.27 1.05 243
1, 128 749 627 1.80 2.38 1.30 1.00 2.38
1,070 n7 632 1.69 242 1.35 1.13 2.14
937 .715 635 1.48 2.28 1.39 1.11 2.05
950 738 587 1.62 2.20 142 1.00 2.20
936 716 597 1.57 243 1.39 1.05 2.31
867 672 601 1.44 243 1.26 1.06 2.29
766t 666 591 1.30 2.06 1.30 1.02 2.02
2,183 .. 587 3.72 268 ... 0.36 744
* Highest to Lowest
t Exclading 3 districts with high impaction aid
Table 6

High School Districts
Proﬁle of Available Revenue for Current Operatmg Expenses

1970-71
— Revenue Per WADA Tax Ratcs

Dccile Highest Median Lowest Ratio* Highest Median Lowest  Ratio*
D G $1,713  $1,223 $931 1.84 $1.29 $1.13 $0.67 193
1,326 990 885 1.50 1.56 1.18 091 1.71

1,431 937 806 1.78 1.83 1.19 1.05 1.74

1,484 929 795 1.87 2.23 1.25 1.12 2.08

1,121 857 735 1.53 1.74 1.32 1.14 153

1,190 816 601 1.98 1.97 1.27 0.92 2.14

1,201 869 724 1.66 2.11 1.38 1.20 1.76

1,049 815 731 144 1.90 1.46 1.17 1.62

1,000 792 716 1.40 1.99 1.28 0.85 2.3¢

965 778 655 147 2.06 140 1.20 1.72

All High School Dists. 1,713 .. 601 2.85 233 L. 0.67 348

* Highest to Lowest
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Chart 2

Profile of Revenues for Current Operating Expenses — 197071

Unit Districts
Average Revenue Per WADA
(in hundreds)

12

10

$0

Decile

(2)

[

W

2
B3
(&)

B3]

[“
(8]

State

General

(39)

[42]

v

(8)

X

(%)

9]

()

(8]

Categorical

State

(¢

fe]

Federal

Categorical

[ 1% AVinUnit
Districts

() % WADA in Unit

()

[4]

()

B3]

IX

Vil

vil

Chicago

Vi

v

](
t

Districts

27

Aruitoxt provided by Eic:

E




I

I
.%(-—c
- gn

CCCCC

Elementary Districts

eeeeeeeeeeee
(in hundreds)

//////§

I /////////%’

/ ffffffffffffffff
| [5) (1)

ca
FFFFF

Categorical

nnnoom

o
mentary Districts




.

Chart 4
Profile of Revenues for Current Operating Expenses — 1970-71
High Sckaol Districts
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In recent years methods have been developed which states can use annually, or perhaps every two years,
to determine average per pupil costs in designated programs. To illustrate, in the recent National Educa-
tional Finance Project?, average per pupil costs were developed in the following pro~ms in a sample of 28
school systems scattered throughout the United States:

C
Cost Diﬁcr‘?nttial
1. Nursery schools (single session per day for each teacher).......... $1,050 140
’ 2. Kindergarten (single session per dav for each teacher) .......... 975 1.30
3. Regular elementary programs: grades 1-6 750 1.00
4. Special education for exceptionally (severely) handicapped
(I) Gracas 6 and below. - 1,912 2.55
(2) Grades 7-12 1,522 2.03
5. Compensatory programs (speech, reading and other remediation)
(1) Grades 6 and below 1,260 1.68
(2) Grades 7-12 1,372 1.83
6. Vocational-technical education*
(1) Vocational courses 1,350 1.80 .
(2) Regular courses 960 1.28
7. Regular secondary programs: g« - 7-12.. 960 1.28

* Student programs range from atout 25 percent to 50 percent vocational <urse work andd the remainder in vegular courses.

At the present time considerable work is necessary to identify teachers, their salaries, and other ex-
penses for this classification of programs. Pupil and financial accounting systems can be modified without
much difficulty to provide annually reasonably accurate cost data on a program basis. According to present
trends program costing will become standard practice within a few years. Program costing will become a
valuable method to improve the measures of educational need for determining state aid and equally as
important for local school officials to evaluate their educational systems. Program cost differentials can be
used with the following -advantages in state finance formulas:

1. To make allowance for variable concentrations of pupils among districts in need of higher-than-
regular cost programs.

2. To avoid penalizing some districts and ~varding others because of differences in grade levels that
are served.

3. To improve present cost units (pupil or instructional) in use for distribution of funds. Average
program costs will focus the funds more divectly on the target groups of pupils to be served.

4 To improve the quality of financial information that can be related more effcctively to the educa-
tional results.

There are some potential abuses of program cost differentials which should be guarded against:

1. If large numbers of programs were defined for purposes of funding, the educatioral curriculum would
beconie fragmented.

2. If program cost differentials were used for rigid controls of intemal district allocations, the results

would be harmful. On the other hand, funds should flow in accordance with estimated needs within rea-
sonaply administrable limits.

For puiposes of illustration, the program cost differentials developed in the recont National Educational
Finance Project will be applied. These cost factors are used for purposes of estimating the instructional
needs among districts as compared with the present method of computiag pupil units as WADA.

Since time has not permitted the development of differentials based on the costs of these programs in
Illinois, comparisons cannot be made between the estimates based on these national norms and the present
WADA units in each program. The estimates will show the differences for the total group of programs.

The next section considers the choice of a financial formula.

Choice of Financial Formula

A financial formuia is nothing more than a statemeut of fiscal policies capable of being expressed in
mathematical form. The Comunittee presents in this section three widely discussed state aid formulas that
can implement the same fiscal policies. An understanding of the characteristics of these fermulas may dispel
some of the myth about the value of one formula as opposed to another.
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Equalizing Formulas

There are three basic equalizing formulas in school finance described as Strayer-Haig Equaliz..7, Re-
source Equalizing, and Percentage Equalizing. We can illustrate these formulas in Chart 5. This chart repre-
sents four unit (K-12 grades) districts in Illinois: Number 1, with about the lowest assessed valuation of
taxable property per WADA; Number 2, the district with median assessed valuation of property per WADA
in the state; Number 3, an arbitrarily defined level as the key district which will be explained; and Number
4, the district with highest assessed valuation per WADA.

This chart represents an equalized expenditure of $1,250 per WADA (weighted average daily attend-
ance) with a local uniform district tax effort * . ate (TR) of $2.50. This combination results in a break-
ing point, or key district, with assessed valuat:. of $50,000 per WADA at which the amount of state aid
is zero by each formula. The formula for computing the amount of state aid per pupil unit (WADA) is
shown for each type.

One observes immediately that there is no mathematical difference in the amounts of state aid and local
funds per WADA produced in"these formulas. The key district Number 3 re~cives no state funds under
either one of the formulas. District Number 2 receives the state average amow: of 56 percent state aid or
3700 per WADA. District *umber 1 receives 92 percent of the $1,250 expenditure from state funds from
each formula. .

The differences are not in the amounts of state aid computed for each district but in the basic ele-
ments of the formulas. There are two fundamental, determinative elemerits in each case that depend on
govemmental policy decisions (items 1 and 2 under each type). The third item is a concomitant element that
is considered in determining the two basic elements of each formula. Actually all types require some equal-
ization of resources. These formulas in Chart 5 produce equalized tax effort and equalized expenditure.

The. quzstion of which type is a better choice for a particular state may be only a matter of semantics for
most effective communication and general understanding.

“Power” Equalizing Formulas

Now, each of tle preceding equalizing formulas can be modified to produce equal expenditure for
equal local tax effort (TR). Chart 6 illustrates the principle of variability w local tax effort (or burden)
and -in the corresponding expenditure level that is generated regardless of local taxable wealth. Districts 3
and 4 presumably would not be entitled to receive any state aid, hence they would be free to levy as much
local tax as local citizens desire. Instead of mandating a local tax rate of $2.50 as illustrated in Chart S,
the state might adopt the policy of leaving to local districts the decision to increase local tax effort from
where they may be at a given year to a limit of $2.50, at which point the full allowance of state aid and
the accompanying expenditure of $1,250 per WADA would be reached. Any tax rate below $2.50 would
produce the same proportion of the potential expenditure that the actual tax rate bears to $2.50.
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Chart 5
Comparisons of Three State Finance Equalizing Formulas as Applied to Unit Districts

Expenditure Per WADA
{Weighted Average Daily Attendance)
(in hundreds)
$0 3 ) 9 12 15 25
Abewapa T T T T T T T T T T T T T T T 1
No. 4
1,250 1,175
$97,000 . |
No.3
1,250
50,000
No. 2 7 /////
550 700
22,000
Local
" No.l |
100
4,000 7
$1,250
Uniform TR = $2.50 . Expenditure Level
Strayer-Haig Equalizer:

I. Legislate expenditure level: $1,250
2. Legislate uniform local TR: $2.50
3. Consider key-district AV: $50,000 AV = Assessed valuation
State Aid = $1,250 — .025 (Dist. AV) of local property

Resource Equalizer:
I. Legislate key district AV: $50,000
2. Legislate uniform local TR: $2.50
3. Consider expenditure level: $1,250
State Aid = ($50,000 — Dist. AV) X .025

Percentage Equalizer:
I. Legislate percents of support from state (56%,) and local (44%,)
2. Legislate expenditure level: $1,250
3. Consider local TR: $2.50
Key district AV: $50,000
Dist. AV
State Aid = [ 1.00 — 44 (———) ] X $1.250
State Ave. AV
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PCharf 6
Equalized Expenditure for Equal Effort as Applied to Unit Districts

Expenditure Per WADA
(in hundreds)
$0 3 6 9 12 15 ¢ 25
1T 1 | T 7 I T I | T I | T v/ ; | L
AY Per WADA ) A
No. 4
TR $1.10 1,067
$97,000
No.3
TR $2.50 1,250
50,000
State
// ;
No. 2 Y/,
° TR $2.25 495 // /)/} //
22,000 %
Local

4,000
TR $2.00

TR = Actual tax rate between specified limits $1,250
of a minimum and a maximum of $2.50.

Strayer-Haig "Power"” Equal’:
I. Legislate potentis. exp. level: $1,250
2. Legislate lccal discretion to decide TR
3. Consider key district AV: $50,000
TR
State Aid = $1,250 (——) — TR (Dist. AV)
.025

Resource ""Power" Equalizer:
I. Legislate key district AV: $50,000
2. Legislate local discretion to decide TR
3. Consider maximum expenditure level: $1,250
State Aid = ($50,000 — Dist. AV) TR

Percentage "Power" Equalizer:
. Legislate percents of support from state (56%,) and local (44%)
2. Legislate local discretion to decide TR
3. Legislate potential expenditure level: $1,250

Dist. AV TR

S’ra’reAid=[I.00—.44( }]x % $1,250
State Ave. AY .025
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Hence, we have substituted the Power Equalization type in Chart 6 for the Resource Equalizer in Chart
5. “Power equalizing” is a term that means “power of the people” in each district to decide the level of
expenditure which they can have for their schools at any corresponding level of tax effort they choose equal
to other districts up to the statewide limit. Thus district Number 1 can generate $1,250 per WADA, an
amount equal to the wealthy district Number 3, at an equivalent tax rate of $2.50. But this same result can
be accomplished by introducing the effort principle into either one of the three equalizing formulas shown
in Chart 5.

So, it should be ciar that neither formula is mathematically superior to the other for resolving the basic
issue; that is, of equalizing both tax effort and expenditure level. At best one might hope that one form might
be more easily understood than the others.

Chart 6 illustrates the application of three types of formulas to implement the process of equalizing
both local tax effort and expenditure level upward as described earlier in Chart 5. The state could “freeze”
or stabilize the level of local tax burden by setting a feasible expenditure limit and a local tax limit. If the
local tax limit were absolute and: final, then further increases in the expenditure level would have to be met

3 from full state funding. Thereafter, these equalization formulas would not apply.

Projections .

In this section we shall present estimates to illustrate the process of equalizing upward in such manner
that equal tax effort produces equal expenditure. There are two estimates: (1) one based on the WADA
pupil units of educational need used in the present Illinois finance formula, and (2) the other based on the
norms of the program cost differentials found recentlv in the study of the National Educational Finance
Project (called WPIU—weighted pupil instructionai anits—to distinguish these units from WADA).

Estimates Based on Foundation Level of $1,250 per WADA

Unit Districts. The estimates for additional local funds and general state aid needed above 1970-71
figures to equalize all unit districts at $1,250 per WADA and $2.50 local tax rate are shown in Table 7. The
total increases would be $73,266,000 in local funds and $565,601,000 in general aid funds.

High School Districts. Similar estimates of additional funds to equalize at $1,250 per WADA and
$1.55 local tax rate in high school districts would be $21,640,000 in local funds and $104,041,000 in gen-
eral aid funds.

Elementary Districts. Similar estiniates of additional funds to equalize at $1,250 per WADA and
$1.55 local tax rate in elementary districts would be $14,942,000 in local funds and $305,815,000 in gen-
eral funds.

Summary: Al Types. A summary of these estimates for the three types of districts is shown in Table
7. To reach the level of $1,250 per WADA expenditure the increases in local funds over the 1970-71 base
would be 11.5 percent in unit districts, 9.7 percent in high school districts, 6.3 percent in elementary dis-
tricts, and an overall increase of 10.0 percent. However, these increases would vary among districts and not be
spread evenly. If these were spread over a S-year period, the annual averages would be 2.3 percent in unit
districts, 1.9 percent in high school districts, 1.3 percent in elementary districts, ard 2.0 percent over all
districts.

The greatest increases over the 1970-71 base would appear in general aid funds: 98 percent in unit dis-
tricts, 168 percent in high school districts, 146 percent in elementary districts, and 115 percent over all dis-

tricts.
Table 7
Estimates of Fnnds to Equalize at Foundation Goal of $1,250 per WADA — 1971.72
(in thousands)
. ) . Units
Item Chicago Other Total High School  Elementary Total
Foundation Cost:

1. Cost for WADA in Equaliza-

tion Dists. (Excluding Flat
~ Grant Dists.) .ereeceeeeeernene $645,715  $1,025498  $1,671,213  $394,508  $743,106 $2,808917
2. Cost for WADA Equivalents

in Density and Calegorical

Aids @ $1,250 per WADA

Eq. 116,921 61,332 178,253 17,063 26,518 221,833
3. Total Foundation Costs in ‘ )
Equalization Dists. .................. 762,636 1,086,830 1,849,466 411,660 769,624 3,030,750
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Table 7——Continued

Units
Item Chicago Other Total High School  Elementary Total

Local Funds:
4. Maximum Local Qualifving

Funds @ $2.50 and $1.55 Tax

Rates 304,138 404,231 708,369 245,634 253,854 1,207,857
5. Local Qualifying Funds at

1970-71 Effort: $2.50 and

$1.55 or Actual Tax Rate if ]

DOWET e e eemma e 279,807 355,296 635,103 223,994 238912 1,098,009

(Ave. Found. Level in Paren-

145121 i (1,150) (1,098) (1,137) (1,175) (1,137)
6. Increase Local Effort for ’

Maximum Equalization ........ 24,331 48,935 73,266 21,640 14,942 109,848
7. Percent Increase ....oooeeeereeee. 8.7% 13.89, 11.5% 9.7% 6.3% 10.0%
8. Local Funds Above 1970-71

Qualifying Effort: $2.50 and

$1.55 or Lower.cevees coureeee. 0 6,460 6,460 19,966 36,463 62,889
State Equalization Aid:
9. 1971-72 General Aid Exclud-

ing Density w.oeeeeer v 153,695 283,593 437,288 47,689 192,282 677,259
10. 1971-72 Density and Categori-

cal Aids in WAD:. Equiva-

| 55311 J—— 92,349 45,859 138,208 14,296 17,673 170,177
11. Total Aid in 1971-72 Appli-

cable to Foundation Cost A

(No. 9 plus No. 10)...... ... 246,044 329,452 575,496 €1,985 209,955 847,436
12. Additional Aid to Reach

Foundation Cost in Equaliza-

tion Districts (No. 3 minus )

No. 4 minus No. 11).............. 212,454 353,147 565,601 104,041 305,815 975,457
13. Additional Aid Annually for

5 Years coee cooeee - 42491 70,629 113,120 20,808 61,163 195,091
14. Percent Increase Ist Year........ 17% 219, 209, 349, 29% 23%
15. Additional Aid Annually for

6 Years ..... 35,409 58,858 94,267 17,340 50,969 162,576
16. Percent Increase Ist Year........ 14% 18% 16% 28% - 249, 19%,
Other State Funds:
17. 1971-72 Flat Grant for Non-

Equalization Districts* ......... 0 359 359 721 364 1,444
18. Other Categorical Aids in

1971-72 (Transp., Food, Im-

paction, Misc.)t .ovmerreeennneen. 2,862 7,522 10,384 1,358 1,792 13,534
19. Federal Funds Not Included

in Equalization .......ceeereeaee 24,634 6,518 31,152 3,302 6,228 40,682

* Based on $64 per WADA, the average between $57 and amounts claimed by the alternate method of computation,

t Excluding Driver Education.

Note: These estimates apply the 1971-72 state and federal funds to 1970-71 data on pupils and local taxes.

Let us assume that this model would be set up to operate for five years. Then, these increases would be
spread over this period. The total expenditures resulting from these increases are shown in item 12; and
when divided into five years would be, 20 percent for the first year in unit districts, 34 percent in high school
districts, 29 percent in elementary districts, and 23 percent over all districts. These estimates, of course, as-
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sume that local districts would respond and maisc local tax rates up to the suggested limits. Also, changes
in pupil enrollments in districts would be accompanied by a comparable chznge in assessed valuations so
as to retain the local ability at the 1970-71 level.

If this model were put into practice, the state would appropriate oneifth of the estimated general aid,
or an increase of $195,091,000 per year. Each district that has reached the prescribed tax limit would re-
ceive one-fifth of the increase in total general (equalization) aid needed to bring the expenditure up to
$1,250 per WADA.

For example, the unit district Sandoval, with $12,185 assessed valuation of property per WADA, had a
tax rate of $2.50 for current expenses in 1970-71. It received $435 per WADA in general aid in that year and
raised $305 per WADA locally. At the $1,250 Ievel this district would be entitled to $102 additional aid
each year, or $510 in the fifth year.

Another district, Galena, with an assessed valuation of $11,919 per WADA, had a tax rate of $2.00,
raising $239 per WADA locally and receiving $438 per WADA in general aid. If it raised its tax rate to
$2.50 it would contribute $298. This figure plus present aid would be $736, leaving the difference of $514
as gross increase in general aid, or $103 per WADA per year. Now, if this district refused to increase its
local tax rate, the amount of increased general aid would be reduced accordingly, i.e., the amount of aid
would be $82 per WADA (2.00 divided by 2.50 or .80 times $103).

This illustration is extended in Table 8 to show estimates for districts at different levels of local prop-
erty assessed valuations (AV). As these examples show, some districts with present high tax rates, as well
as those that might increase their local taxes rapidly, would be entitled to relatively large annual increases.
For reasons of prudence limitations might be imposed without special review. Another general limitation
would be to extend the period another year.

State and federal categorical aids have been omitted from these estimates since these funds provide
extra costs of special services like transportation and supplementary instruction in special programs.

In a later section the norms of program cost differentials from the recent National Educational Finance
Project will be applied to pupil ADA in 1970-71 to compare the weighted pupil units computed by that
method with the WADA as computed in this section. The net increase (or decrease) in overall state aid
will be computed.

Estimates Based on Foundation Level of $1,250 per WPIU

The WPIU is the Weighted Pupil Instructional Unit that is computed by counting the number
of pupils (best six months’ average ADA) in grades one through six in “regular” programs and assign-
ing to these pupils a unit cost value of $1.00. The pupil ADA in other programs as listed on pages 65
and 66 are weighted according to the respective average cost ratios that werc found recently in a na-
tionwide sample of districts of the National Educational Finance Project. Chicago was one of the

- sample districts and the average ratios are very close to the actual per pupil cost variations in Chicago.

For example the average per pupil cost of fullday kindergarten programs was 1.30 times the average
per pupil cost of regular elementary programs in grades 1-6. Thus, the total number of pupils in full-
time ADA was multiplied by 1.36. In Illinois the state aid is based on half-day kindergartens, thus
the ADA was multiplied by 0.65. In special education programs for exceptionally handicapped pupils
the ADA in grades six and below was multiplied by 2.55, and so on for the respective programs.

The first order of estimation is to determine the increase in number of pupils cost units from the
WADA units used in the current Illinois formula to the WPIU’s based on cost differentials of these
designated programs. It should be pointed out that the WADA unit has only one weighting of 1.25 for the
ADA of pupils in grades nine through twelve. This one is also used in the WPIU's. In the present
Ilinois finance plan there are WADA equivalents in categorical state and federal aids that are granted
for the respective programs to which WPIU’s are computed. For example, the density correction which
some 24 urban districts receive is a percentage add-on in dollars rather than in WADA's. State and
federal aids for vocational education are likewise dollar add-ons to programs that cost more per pupil
than the “regular” programs.

__ The categorical funds and WADA equivalents which these funds represent are shown in Table 9.
These equivalents are then added to the total WADA’s as computed in the present state finance for-

ml:!al and compared with the number of pupil units (WPIU’s) as computed from program cost differ-
entials.

.Thes.e comparisons are shown in Table 10. For example, Chicago receives a net increase of 73,933
pupil units over the present WADA'’s and the WADA equivalents in categorical funds of density cor-
rection, special education, and vocational education funds. Other unit districts receive a net increase of
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Table 8

THlustrations of Increased Equalization Aid Annually Based on a S-year Plan to Provide Potential
of $1,250 per WADA

Increased Equalization
Aid. Tax Limits
$2.50 — Unit

1970.71 $1.55 — Dual
Gen. Amount Amount
AV Aid at Tax at
Per Tax Per Limit* 1970.71
District Co. Dist. WADA Rate WADA  (Potential) ‘Tax Rate
Unit
1. Brookport ... o 061 0380 $ 3,457 $2.25 $541 $125 $113
2. West Frankfort .............. 028 1680 9,273 2.50 470 110 110
3. Altamont ...eeevceeerveene. 025 0100 22,142 1.82 315 76 55
4. Elmwood Park ................ 016 4010 22,567 2.88 309 75 75
5. Toulon-Lafayette . .......... 088 0020 31,265 2.64 204 53 53
6. Farmer City eeee v 020 0100 © 31,291 191 204 53 49
High School
7. Dahlgren .cooccicreeeeenne. 033 0970 30,388 1.55 286 99 99
8. Riverton ...ooceeneee. 084 2420 30,505 1.24 285 98 78
L\ (¢} o T3 032 1010 51,523 1.19 120 66 51
10. Hinsdale .o 022 0860 52,049 1.63 119 65 65
11. East Peora .....omueuec. 090 3090 64,565 1.05 96 3] 21
12, Proviso ... ... comesveeensenae 016 20?0 65,205 1.55 95 29 29
Elementary
13. Marquardt ...... .commncene. 022 0150 10,837 2.05 477 117 117
14. Unity Point ... ccooreeeen 039 1400 10,826 1.18 477 117 89
15. Maywood ..oveeeecurememrenne 016 0890 26,685 1.76 322 103 103
16. Pekin 090 1080 26,637 1.19 323 103 79
17. Franklin Park .................. 016 0840 56,674 1.84 109 53 53
18. Ferris . 034 0800 56,875 1.10 109 52 37

* Minus categorical aids that are applicable to equalization as illustrated in Table 9.

80,462 pupil units. Net increases for high school and elementary districts are 6,977 and 65,694 pupil
units respectively. The net total increase in pupil units (or pupil equivalents) to provide the higher-
than-average cost of designated programs is 227,066.

To examine the effect of these increases in pupil units in greater detail we now tum to profiles
shown in Charts 7, 8 and 9. These charts are made to the same scale as Charts 2, 3, and 4 that were
based on the WADA cost units. :

In Charts 7, 8 and 9 districts again are divided into deciles (tenths of total number of districts in
each type) after being ranked from highest to lowest in local equalized assessed valuation of taxable
property per WPIU. Chicago is singled out in the unit districts becase of its size.

Upon comparing Chart 2 with Chart 7, Chicago has dropped in relative local taxable wealth posi-
tion from the top of decile VI per WADA to the top of decile VI per WPIU. In Chart 2 Chicago’s assessed
valuation of property is $23,551 per WADA. In Chart 7 the relative amount is $17,784 per WPIU
because of the added pupil unit equivalents appearing in the extra expenditures for higher than average
cost of certain programs. Under the present Illinois finance plan Chicago appears to have more local
taxable wealth than the “true” amount for the programs that are being offered, as compared with
other districts. Furthermore, when categorical money is added without a comparable number of instruc-
tional units, the expenditure level is likewise inflated. The expenditure per WADA, shown in Chart
2, is $1,072 per WADA whereas in Chart 7 the amount is $809 per WPIU. The latter figure based on
WPIU’s is much closer to the actual expenditure per pupil in the “regular” programs in grades 1-6 than
the amount per WADA unit.
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Table 9.
Categorical Funds and Their WADA Equivalents Applicable to Foundation Costs

1971-72
Unit
Funds Chicago Total High School Elcinentary Total

1. Density Correction

—in $ ... emerasmereen setms msmemnrene $37,606,343  $47,003,710  S1,114070 $ 900,234  $49,018,018

— WADA Eguivalents ............ 35113 45,265 1,071 1,078 47,414
2. Special Ed. (Exceptional child)

—in $ . . 11,228,284 22,138,793 2,918,195 11,283,518 36,340,506

— WADA Equivalents .......... 11,983 23,627 2,785 13,546 39,958
3. Voc.Ed.*

—iN S e e e 5,572,412 14,300,116 8,187,901 77,695 22,565,712

— WADA Equivalents ............ 5,947 15,262 7,813 93 23,168
4. Federal (Title I, II)

—in$ ... 37,942,417 54,765,604 2,076,080 5,411,725 62,253,409

— WADA Egquivalents ............ 40,494 58,448 1,981 6,497 66,926
5. Total Categoricals

—in $ . 92,349,426 138,208,223 14,296,246 17,673,172 170,177,641

— WADA Equivalents ............ 93,537 142,602 13,650 21,214 177,466
* 50% State and 50% Federal )

Table 10

Comparison of Two Methods for Computing Pupil Instructional Cost Units: (1) Present WADA
Plus Categorical Aids with (2) WPIU Derived fromm Program Cost Differentials

1970-71
WADA Plus WADA Equivalents
in Catcgorical Aids
WADA Increase

Districts WPIU WADA Equivalents ‘Total Number Percent
1. CRiCag0 weeeeremerce wermreramsreremmaesnese o 684,041 516,571 93,537 610,108 73,933 12.1%
2. Other Units .......oooeceeeeeeeeeeemeeonene 955,528 826,001 80,462 875,066 80,462 9.2
3. Total Units .eeuecs oo e 1,639,569 1,342,572 142,602 1,485,174 154,395 104
4. High School ..o 347,571 326,944 13,650 340,594 6,977 2.0
5. Elementary ....occe voemuucvernreneens 687,077 600,169 21,214 621,383 65.694 106
6. Total ... e 2,674,217 2,269,685 177,466 2,447,151 227,066 9.3

The changes shown here for Chicago likewise occur among other districts to a varying degree de-
pending upon the relative concentration of pupils in the special programs. Chicago is known to have a
much higher concentration of pupils in the special programs proportionately than most other districts with
a few exceptions. Thus, the over-all shifting in both the local taxable wealth position and expenditure level
results in a few changes from one decile to the next, either up or down.

Upon further examination of these profiles we find some additional changes. In Chart 7 the ratic
from the highest expenditure per WPIU of $1,248 to the lowest of $442 is 2.82. This ratio compares
with the figure of 2.05 on the basis of WADA. The ratio of highest decile median per WPIU of $875
to the lowest decile median of $622 is 1.41, as compared with 1.26 on a WADA basis. Among elemen-
tary districts the ratio from highest expenditure per WPIU to lowest is 5.29, whereas on a WADA basis
the ratio is 3.72. The ratio from the highest decile median to the lowest decile median is 1.43 on a
WADA basis. Among high school districts the ratio from thc highest district expenditure per WPIU
to the lowest is 4.19, whereas on a WADA hbasis the ratio is 2.85. The ratio from the highest decile median
to the lowest decile median is 1.68, as compared with 1.57 on a WADA basis.
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Chart 7
Profile of Revenues for Current Operating Expenses Per WPIU — 1970-71
Unit Districts

Average Revenue Fer WPIU
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Chart 9

Profile of Revenues for Current Operating Expenses Per WPIU — [970.71

High School Districts
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In every case, except the range between the decilc medians in the clementary districts, the range
from highest to lowest is greater on the WPIU expenditures than on the WADA basis. Thus, the truc
spread (or disparity) between the highest expenditure and the lowest amount per pupil is greater than
the amounts shown on the WADA basis that is used currently for state aid purposes.

These analyses bear out findings that appear consistently in other states as well as in fllinois,
namely that refinement in the measurement of educational nced (comparable instructional cost units)
is onc of the most important steps that can be taken in fiscal policics that are designed to increase the
degree of cqualization of financial resources among districts.

The back-up data for Chart 7, 8, and 9 arc shown in Tables 11, 12, and 13.

Estimates Based on WPIU: Second Order

The sccond order of estimation based on WPIU’s is to translate the net increases in pupil units
over the WADA units plus categorical aids into additional costs. Thesc net increases will be based on
the samec assumptions of the overall model of $1,250 per WPIU expenditure goal that is illustrated for
a five-year period, accompanied by locsi tax rate limits of $2.50 in unit districts and $1.55 in dual dis-
tricts.

These cstimates of increased state funds cannot be shown on a decile basis for cach of the three
typ=s of districts. Estimates for net increases are made for Chicago, the total of other unit districts and
the totals of high school and clementary districts. This procedure is dictated by the inability to sort out
on a district by district basis the particular catcgoricals that are translated into WADA equivalents.
Only thosc categorical state and federal aids applicable to the programs for which cost differentials arc
computed on the WPIU basis are included. Others such as transportation, food service, driver cduca-
tion, adult cducation, summer school, and impaction aids are excluded and reported separately.

Table 11
Unit Districts
Profile of Available Revenucs for Current Operating Expenses per WPIU*

1970-71

Ratio

(Highest

Decile Bighest Median Lowest = Lowest)
) R $1,248 $875 $625 2.00
IX . 1,003 796 622 1.61
VIII et e 907 764 628 144
/4.0 894 747 648 1.38
VI e 992 723 563 1.76
Y/ 873 723 589 IS
Chicago reevcvenrne v 809 e
IV e e 882 695 614 144
00 S 831 677 509 1.63
II . 790 688 546 145
O 822 622 442 1.86
All Unit Districts........ 1246 .. 442 2.82

* Weighted Pupil Instructional Unit based on program cost differentials found in the National Educational Finance Project.
Special Stady No. 1.

Table 14 shows the estimates of state and local funds to cqualize at the foundation goal of $1,250
per WPIU and local districts uniform tax cffort of $2.50 in unit districts and $1.55 in dual districts. Also,
tl;i_;at;xble shows the estimate of state funds to equalize at thesc rates or actual rates where lower in
1 1.

The salient estimatés are as follows: The total additional state aid with all districts up to the
maximum local effort is $1,259,033,000 as compared with $847,433,000 in 1971-72. The additional amount
of state aid to match the local tax effort in 1970.71 is $1,078,641,000 (item 5, Table 14). Thus, an in-
crease of $180,392,000 (item 6 minus-item 5 in Table 14) in state aid would be generated by an increase of
$109,348,000 (item 3 minus item 2 in Table 14) in local tax effort within unit districts below $2.50 tax rate
and dual districts below $1.55 rate. In other words, an irzrease of $1.00 in local effort would generate $1.64
of state aid. Individual districts would vary widely in the amount generated with increased tax cffort.
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Table 12
Elementary Districts
Profile of Available Revenues for Current Operating Expenses per WPIU®

1970-71
Ratio
{Highest
Decile Highest Median Lowest « Lowest)
X $2,139 $850 $332 402
5. G 1,320 722 563 2.34
VI e it e, 1,102 658 524 2.10
VII s e e 990 676 480 206
"/ G — 936 638 511 1.83
Vo e eeenas e 868 632 515 1.69
IV e, 814 648 517 1.57
I ... cevemcrermesemrmerans ara 833 615 404 2.06
) S 733 609 453 1.62
690 593 480 1.44
All Elementary
Districts ...coveeeennee 2,139 L. 404 5.29
*Ibid., Table 11.
‘able 13

High School Districts
Profile of Available Revenues for Current Operating Expenses per WPIU*

1970-71

Ratio

y Highest

Decile Highest Median Lowest =+ Lowest)
X $1,627 $1,113 $864 1.88
IX . 1,263 911 809 1.56
VI e 1,268 %68, 770 1.65
4.0 S 1,445 8i7 714 2.02
VI . 1,042 819 591 1.74
V., 1,124 747 652 1.7
v 1,025 785 626 1.64
I . 1,040 805 651 1.60
| O, 965 730 590 1.64
I w855 661 388 2.20

All High School

Districts .....coceoremenne 1,627 ... 388 419

*Ibid., Table 11.

Another fact is the cost of special programs as reflected in the difference between WPIU’s in Table 14
and WADA'’s plus applicable categoricals in Table 7. The additional maximum cqualization aid for WPIU’s is
$1,259,033,000, for WADA's plus applicable categoricals the addition is $975,457,000 (item 12 in
Table 7.) The difference is $283,576,000. This sum is equal to $1,250 times 227,066 WADA equival-
ents shown in Table 10. In other words if-the WADA plus categorical approach of present practice is
followed as shown in Table 7, the districts of the state would be transferring this sum of money from
“regular” programs to match the categorical funds in order to mect the total extra costs of the desig-
nated special programs. The result would be a true equalization level of $1,150 per WADA for basic
or regular programs instead of the apparent $1,250 figure.
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Table 14

Estimates of unds to Equalizc at Foundation Goal of $1,250 per WPIU (Weiglited Pupil instructional
Units Based on Program Cost Diffcrentials)
1971-72.

(in thousands) «

TInits
Item Chicago Other "T'otal High Scliool ~ Elementary Total
Foundation Ci-i
1. Cost for WPIU in Equaliza-
tion Dists. (Excluding Flat
Grant Dsts.) oo e e $855,051  $1,187,483  $2,042,534 S$H19,864  $851,928  §$3,314,326

Local Funds:

2. Maximum Local Qualifving

Funds @ $2.50 and $1.55 Tax

Rates o e e oo 304,138 404,231 708,369 245,634 2
3. Local OQualifving Funds at

"1970-71 Lffort: $2.50 to $1.55

or Actual Rate if Lower......... 279,807 355,296 635,103 223994 238912 1,098,009

State Equalization Aid:

4. 197172 Total General Aid,

Density, and Categorical Aid
Applicable to I'oundation Cost  246.044 329,452 575,496 61,985  209.953 847,436

. Additional Aid at 197071
Local Tax Effort (Item 3)........ 260,707 363,601 624,308 98,631 355,702 1,078,641

6. Additional Aid to Reach Foun-

dation Cost in Equalization

Districts (No. 1 minus No. 2

3,854+ 1,207,857

Vi

T

minus NO. 4)eeveevcems v oo v e 304,869 453,800 758,669 112,245 388119 1,259,033
7. Maximum Additional Aid An-
nually for 5 Years.mmerennns 60,974 90,760 151,734 22,449 77,624 251,807
8. Percent Increase 1st Year....... 259, 28% 20% 36% 37% 30%
9. Additional Aid Annually for 6
b (1 £, 50,812 75,633 126,445 18,708 64,686 209.839
10. Percent Increase 1st Year....... 21% 23% 229, 30% 31% 25%
11. Percent of Total Additional
Aid: Any Given Appropriation ~ 24%, 36% 60% 9% 31'% 100%
Other State Aid:

(Same as shown in Table 7)

Note: These cstimates apply 1971-72 state and federal funus to 1970-71 data on pupils and local taxes.

Other important facts to pont out in Table 14 are the estimates of increased state cqualization if
the maximum aravunts were generated and spread over five or six vears. These amounts are illustrations
of maximums within these respective time spans. Their greater signiicance is to illustrate a gencral equal-
ization model of equal expenditurc.for equal effort for (1) sctting a state policy goal, and (Z) applyin, any
specific annual state aid appropriations within the model.

Summary of Comparisons Betwecen WADA and WPIU

Measures of Educational Need

Thus far we have shown the estimates for implementing the principle of cqual expenditure for
cqual local tax cffort to equalize districts upward from the status in 1970-71 to a maximum of $1,250
per pupil unit as illustrated in Chart 1 on page 51. Thesc cstimates excinde other local, state ané federal
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funds as shown in Table 7 and local funds iaised above the illustrated maximum tax rates of S2.50 and
SL55. Some categorical aids are needed to provide cither parttial or total cost of services that cannot be
translated into pupil instructional units, such as transportation, food service, driver education and adult con-
tinuation programs. Summer school is a special extension of the school year for limited programs and
must be treated as a special category.

State and Federal impaction funds belong within the cqualization costs and not scparately. These
figures are not available for inclusion and hence they appear in the “other” state and federal categoricals.
Thus, the total cstimates of increased state aid are subject to reduction by ithe amounts of these cate-
gorical funds in 1971-72. The flat grants for non-cqualization districts must be added.

A summary of all statc and federal categorical aids in 1971-72 and their allocation in this study
is shown in Table I5.

Two other tables show data which illustrate further the magnitude of the task to accomplish a
high degree of cqualization among school districts in Illinois. Table 16 shows a distribution of dis-
tricts by cxpenditure levels. in 1970-71 on WADA units as compared with WPIU’s. Table 17 shows
a distribution of districts by local tax rates for current operating expenses.

Table 15
Summary of All Categorical Funds
1971-72
(in thousands)
Federal State
Applicable to Applicable to
Foundation Foundation
Total .Cost Other ‘Total Cost Other
Chicago PP Y 5 1 s YA $40,728 $24,634 $16,376 $14,014 S 2,862
Other Units oo, 27,705 21,187 6.518 22,797 15,275 7,522
All Units v e 93,067 61,915 31,152 39,673 29,289 10,384
High-School ................. . 9472 6,170 3.302 8,370 7,012 1,358
Elcmentary v ot veren eecenveeen 11,679 5,481 6,228 13,114 11,322 1,792
Total e, --.3114,218 $73,536 $40,682 $61,157 $47,623 $13,534

Note: Funds for Driver Education and Density Ponus are exclude.

Table 16
Distribution of Districts According to 1970-71 Current Operating Expenditure Levels

Number of Dishiicts

Unit High School Elementary
Range — Expenditure Per
Pupil (WADA and WPIU) \WADA WPIU WADA \VPIU WADA \VPIU
1S 388 - 550 e e 7 3 5
2. 551« 650 55 1 8 67 244
3. 651 - 750, 55 201 18 36 260 164
4 751 - 850 .. - 210 105 12 41 128 55
5. 851 - 950aecn . 97 37 12 34 ©o58 32
A 951 - 1000 26 9 13 7 15 7
7. 1001 - 1050... oo 14 2 12 9 6 >
8. 1051 - 1150 13 1 9 13 25 12
9. 151 - 1250 2 2 13 > 11 5
10, 1251 - 1350 e 2 7 3 3 3
11 1351 - 1450 e 1 1 8 1
12 1451 - 1550 — 5 3 2
13, 1551 - 1650 1
14 1651 - 1750 oo 1
15. 1751 - 2183 e e ’ 1 1
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Table 17
Distribution of Tax Rates For Current Operating Expenditures

1970-71
Nuwmber of Districts

Range of Tax Rates Unit High School Elementary
1. $0.36 - 1.00uueicseme e : 11 22
2. 101 - 130 85 275
3. 131 - 1SS 7 40 128
4. 156 - 175 26 14 69
5. 176 - 200 98 11 57
6. 201 - 225 e 179 2 23
7. 226 - 250 e 69 1 8
8. 251 - 275 e 26 2
9. 2.76 - 300 s et 10
10, 3.01 - 325 e 2
11, 3.26 = 350 eceeeemmemescenne

Estimates for Intermediate Foundation Level of $1,000 per WPIU

This section presents estimates to illustrate @ policy to set an equalization goal of $1,000 per WPIU. -

This level is intermediate between the status of 1970-71 and the level of $1,250 described in the preceding
section. The data are shown in Table 18.

The significant differences are as follows: First, at the intermediate level districts would have far less

‘ncentive to increase local tax effort than at the-higher level. Local taxes would increase only $14,414,000
from the 1970-71 effort to the maximum qualifying rates of $2.00 for unit districts and S1.30 for dual dis-
tricts. The accompanying state aid generated is $17,835,000, an average of $1.24 for each S1.00 of increase
in local effort. At the level of $1,250 per WPIU an increase of $1.00 in local effort generates S1.64 in state
aid.
) Second, the lower level provides less annual increase for a given district with a particular increase
. in tax effort for the same total state increase in aid. Thus, if the state wishes to place a premium on equal-
ization of local tax effort the higher equalization level would be preferable o the intermediate one even
though the full aid commitment were not reached at the time all districts achieved the higher equalized
effort.

Summary of Chapter 3

This chapter presents the following assumptions and findings:

1. Equal educational opportunity for every individual requires variable curricula, educational learning en-
vironments, and financial resources orgamzed and operated in such manner as to meet the needs of the
individual as nearly as possible.

2. Some pupils require a greater expenditure of fun. to meet their needs than do other pupils.
3. Districts vary widely in the proportion of total pupils who require extra costs.

4. Procedures to provide extra funds in relation to the pupil needs are essential in equalizing the financial
support among districts.

5. Equalized financial support to meet the needs of a district’s clientele should be accompanied by equal
local tax effort.

6. A local tax of $2.50 in unit districts and $1.55 in dual districts is a reasonable burden to place on prop-
erty. This assumption is based on the reasonableness of retaining the present 60 cent differential be-
tween communities with unit (K-12) districts and dual districts as an incentive for reorganization of
duals into unit-type districts. (Estimates not shown previously are that the removal of this differential,
either through reorganization of dual districts into units through legislative processes or court action,
will require additional state aid amounting to $93,623,000.)

Also, this assumption is based on an estimate of an additional local tax of 50 cents to ﬁnance an
adequately equalized program of capxtal facilities through equalized sharing, thus raising the presumed
limit of property tax burden to $3.00 in unit districts and $1.80 in dual districts.
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Table 18

Estimates of Funds to Equalize at Foundation Goal of $1,000 per WPIU —1971-72
(in thousands)

Units

Item Chicago Other Total High Schoo!  Elementary Total

Foundation Cost:

1.

Cost for WPIU in Equalization
Dists. (Excluding Flat Grant
DIsts.) v ceeeeceeee oo . 5684,041 $949.986  $1,634,027  $315,004  $681,240  $2,630,271

Local Funds:

2.

Maximun Local Qualitying
Funds @ $2.00 and $1.30 Tax
251 (O
Local Qualifying Funds at 1970-
71 Effort: $2.00 and $1.30 or
Actual Rate if Lower................. 243,310 317,272 560,582 181,165 209,144 950,891
Additional Local Funds to

Reach Maximum Local Effort.... 0 6,112 6,112 4,820 3482 14,414
Local Funds Above 1970-71

Qualifying Effort: $2.00 and

$1.30 or Actual Rate if Lower.... 36,435 33,003 69,438 23,864 28,706 122,008

243,310 323,384 566,694 185985 212,626 965,305

State Equalization Aid:

6.

1971.72 Total General Aid,
Density, and Categorical Aid
Applicable to Foundation Cost 246,004 329,452 575,496 61,985 209,955 847,436
Additional Aid to Reach Foun-
dation Cost in Equalization
Districts (No. 1 minus No. 2

minus NO. 6) ..oooveccvemee e 194,687 297,150 491,837 67,034, 258,659 817,530
8. Additional Aid Annually for 5

Years 38,937 59,43¢ 98,367 13,407 51,732 163,506
9. Percent Increase Ist Year........ 15.8% 18.0%, 17.1% 21.6%, 24.6% 19.3%
10. Additional Aid at 1970-71 Tax

Effort - 194,687 287,601 482,288 64,943 252,464 799,695
11. Difference in Aid Between 1970-

71 Tax Effort and Maximum .. 0 9,549 9,549 2,091 6,195 17,835
Other State Aid:

(Same as shown in Table 7)

Note: These estimates apply 1971.72 state and federal funds to 1970-71 data on pupils and local taxes.

7.
8.

9.

It is assumed that only a small local tax leeway above the preceding amounts would be feasible.

These tax rates are based on the assumption of equalized property assessment ratios at 55 percent of
market value.

Two fundamental approaches are presented in this chapter as procedures for measuring educational need
(the number of cost units in each district). One is the present practice of combining a limited weight-
ing of pupil attendance (WADA) with categorical aids. The cther is to use norms of full costs of desig-
nated programs (weighted pupil instructional units—WPIU’s). The case for the latter is described in
the footnote reference at the end of this chapter. The procedure for computing WPIU’s in this chapter

gpl;;ssi)c to educational program cost analysis (in recent years referred to as program accounting for
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The present practice in Illinois, as commonly found in other states, is to provide only a limited
part of the extra costs of special programs through state and federal categorical aids. If the state assumes
a share of the total costs of these programs, rather than a share at a low foundation level, a procedure
for annual computations of full costs would provide the weightings of pupil ADA as illustrated in the
> WPIU’s of this chapter.

10. A few categorical aids will be needed for certain services that have their own criterion needs. Examples
of these are transportation, food service, adult continuing education, driver education, and sununer school.

- 11. The equalization model of $1,250 per WADA, or WPIU, with accompanying local tax limits pro-
vides a financial system for equalizing local tax effort and expenditures. The revenue to be provided
from state aid is presumed to be derived from state collected taxes that also meet the test of reason-
able equity.

The system is built on the principle of a goal to work toward over a period of several years rather
than a formula that has to be built each year to fit a given state appropriation. This model will require
infrequent changes in the basic structure as compared with the traditional practice of annually re-
writing the finance formula.

12. This chapter is based on the assumptlon that equalization will be accomplished through leveling upward
but not downward.

13. It is assumed that the federal govemment would allow the inclusion of certain categorical aids as voca-
tional funds and compensatory funds (Title I) which apply specifically to special programs for which
equalized costs are measured by -the procedure for cemputing WPIU's.

14. There is no estimate in this study for possibl¢”variations in cost of living for which a correction might
be justified in the equalized levels of $1,250 and $1,000 for different parts of the state. Procedures for
estimating valid and defensible differences have not been developed. The density correction may be
the best available measure for a number of urban extra costs such as excess cost of living, security costs,
and'many others due to high concentration of population. The original purpose of the density correc-
tion was to serve as a proxy for measuring extra costs due to high concentration of educationally dis-
advantaged pupils in need of extra services. However, since these estimates can now be made thiough
procedures illustrated in the WPIU'’s of this chapter, the density correction could be utilized as a meas-
ure of the general “urban” extra costs for which no procedure has been developed to estimate. Thus,
the density funds included in the foundation costs in this chapter would be excluded and treated as
categorical aids above the foundation. In this case the amounts of additional state aid shown in Tables
7, 14, and 18 would be increased as follows: Chicago $37,606,343; other units $15,397,367; total units
$47,003,710; high school $1,114,070; elementary $900,234; and total state $49,018,018.

FOOTNOTE

1. McLure, William P. and Pence, Audra May. Early Childhood and Basic Elementary and Secondary Education: Needs,
Programs, Demands, Costs. Spec:al Study No. 1. National Educational Finance Project. Bureau of Educational Research,
College of Educahon University of Illinois at Urbana-Champaign, 1970.
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CHAPTER FOUR
FURTHER ANALYSIS OF EQUAL EXPENDITURE FOR EQUAL EFFORT

In this chapter we continue the analysis of the “effort” factor and then proceed to build several grant-
in-aid models all of which utilize this notion of local school district effort as central to their operations.
First, however, we shall address ourselves to two general questions. In chapter three we raised the question
of whether “all formulas are alike.” In this chapter we shall provide further commentary on this issue.
Secondly, we turn to the very important question of whether effort formulas can be expected to aid the poorer
school districts and thus contribute to equalizing educational opportunity. Having provided some partial
answers to these general questions we then explicate several different grant-in-aid models, indicating in tum
the basic details of each proposal, the amount of funds needed to support each proposal, and something of
the effects of these differen: “effort” models on selected districts. Complete print-outs showing the effects
of these different effort models on all districts in Illinois are available for inspection in Springfield. Appli-
cation should be made to the Department of Fiscal Management or the Department of State Relations,
Office of the Superintendent of Public Instruction.

Are All Formulas Alike?

In chapter three we demonstrated that no particular formula type, i.c., Strayer-Haig Equalizing, Re-
source Equalizing, Percentage Equalizing, etc., has any necessary and inherent superiority in solving the basic
equity problems of school finance in the state. Further, it may well be that the specific formula type is not
nearly as important as the proportions of state to local funds in the allocation process. There is a body of
research that supports the notion that the greater the proportion of state funds the less the disparity prob-
lem irrespective of the formula types used in the several states. (1) At the present time, however, we must
consider this more a well supported hypothesis than a law-like generalization. We do not wish, however,
to leave the reader with the impression that either the choice of formula. type, or more importantly, the
choice of specific parameters within a given formula is unimportant to a particular school district or to
groupings of like districts. In an earlier contributed paper a demonstration was offered of liow various
formula types could be engineered to deliver more funds to the poorer districts if that was the desired policy
goal. (2) In this chapter we shall simply use the Chicago school district as an example of how different
formula types-and different parameters within a formula can affect a single school district.

Let us assume that the State had before it a choice of adopting either the resource equalizer formula
or the percentage equalization formula. Using the resource equalizer formula from Chart six in chapter
three and the Chicago data from table one of that chapter we have:

(850,000 — $23,551) (.023) (516,571) =
($26,49) (.023) (516,571) =
($608.33) i (516571) = $314,245,636

Now let us look at the percentage equalization formula. We must first, however, make one change in the
formula presented in Chart number six. The percentage equalization formula as used in New York, Rhode
Island, etc., is not quite the same as the one provided in Chart six. As the formula has nommally been
adopted in these states, the “percentage” calculated in the first portion of the formula is multiplied by a per
pupil expenditure figure, usually current operating expenditure per pupil. Thus the formula would read:

Dist. Av. ) ]

State Av. (E) (WADA)

State Aid = [ 100 — 44 (

To arrive at a local expenditure per pupil for the purpose of this exercise we have subtracted the $127 of
federal categorical aid and thus arrived .at_E = $945 per WADA from state and local sources. The choice
of what is and what is not included in (E) varies from state to state that use the percentage equalization
type of formula.

Using this formula we then have:-

23,551
1000 — 44 ——— ($945) (516,571)
21,392
1000 — (44)(1.101) (5945) (516,571)
(.516) (5945 (516,571) = $251,890,351
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On this showing Chicago would be better off with the resource equalizer than with the percentage equaliza-
tion. However, a legitimate obiection can be raised to such a comparison since a crucial constant in the two
formulas is not the same. Suppose the statc average valuation per WADA is not used in the percentage
formula but rather the key district valuation of $50,000 per WADA is used in both formulas. Our calcu-
lations would then be:

23,551
1000 — .44 (3945) (516,571)
50,000
LO00 — (44) (471) ($945) '516,571)
(.793) (5945) (516,571) = $386911,679

Using these parameters Chicago is obviously better off with the percentage equalization formula than with
the resource equalizer formula. A reasonable hypothesis would be that urban areas are usually better off
with the percentage equalization formula than with the resource equalizer since the latter formula depends
heavily upon an educational tax ratc which is often depressed in urban areas due to the presence of heavy
noneducational spending. In the next section of this chapter we shall show, however, that weightings can
be applied to the pupil count in Such a fashion that urban areas may profit from the adoption -of a re-
source equalizer formula.

The state grant-in-aid formulas adopted in most of our 50 states arc simply mathematical statements
which make state aid a function of certain variables, usually property valuation and pupil enrollments
counted in various ways. Occasionally, but not always, one will find that state aid has also been made a
function of local district tax effort, expenditure levels, cost differentials, density and/or sparsity factors, etc.
The relation of these variables to state aid is governed by constants in the formulas which are continually
manipulated by the executive and legislative branches of government to produce “acceptable” distributions
of money. Recently the judiciary is also laying claim to a stake in this manipulation process.

We wish to stress the fact that the grant-in-aid models presented in this chapter are considered “accept-
able” rather than “optimal.” That is, the effort models offered here have been constructed with an eye to
their political and legislative acceptability, rather than with some abstract “optimum” or “best” criteria in
mind. This is true of some of the allocation systems discussed in other chapters as well. Whether this is,
or is not, a useful posture for professional educators to assume is surely a moot point. Critics have argued
that educators tend to “compromise before the fact” and thus often end up with less than “half a loaf.”
(3) Supporters of the “acceptable” strategy have argued, conversely, that distribution systems had better
be framed with political and legislative realities in mind or they will never receive serious consideration.

Thus while all formulas are not alike, it does not follow that there exists some “best” or “ideal” formula,
some ultimate equation, which will solve all the allocation problems of public education. “Formulas” are
not ‘much more than compromises arrived at by the reconciliation of conflicting group demands through
the political process. It is therefore very doubtful that some high priest or group of high priests will ever
be able to hand down “the” formula from upon high to the waiting masses. Indeed, it would not be an
especially favorable sign in a democratic society if such an elite were allowed to dictate their wishes. With
this caveat in mind we shall describe some alternative “effort” models. Before we do that, however, we must
address a second general question concerning effort models.

Table 1

Tax Effort by Wealth Quartiles
Unit Districts, 1965-71

Fourth First

(Poorest) Third Second (Richest)
Year Quartile Quartile Quartile Quartile 4.1
1965....ccorveveemne. 2.2937 2.1035 2.2060 1.7303 5634
1966...... ......... 2.3508 2.1607 2.2600 1.7744 5764
1967....ecneone. 2.5354 2.2970 2.2740 1.9346 6007
1968............ ... 2.6338 2.3798 2.2660 19999 6339
1969............... 2.6857 2.5262 2.4600 2.1365 .5492
1970.....c..... 2.8637 2.6912 2.6220 2.2249 6388
1971....ceee.. 2.9608 2.5731 2.5340 2.3247 "..6361
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Will Effort Formulas Help Poor Districts? ..

This is a fair question, but a very difficult one to answer. Certainly some studics do hold that all “local
incentive” type grants-in-aid are doubtful ways to accomplish cqualization of educational opportunity. (4)
The question appears to scparate into two parts. First, what will be the initial or short-range cffect of adopt-

- ing such a formula and sccond, what will be the long-range effects? We can cast some limited light upon

these questions by inspecting tax effort data for a time series in Illinois. In Tables 1, 2, and 3, we have
assembled tax rate data by wealth quartiles for the period between 1965 and 1971. Each quartile consists
of the districts which contain onc-fourth of the students ranked by wealth. Our procedure was simply to
rank the districts from low to high in terms of per student property valuation and then cumulate by enroll-
ments toward the top, breaking at cach quartile. We think this procedure is superior to an analysis which
allows each district to have the same weight in the investigation. It does not seem logical to us to allow
Chicago, for example, to have the same weight as the smallest district in Illinois in terms of enrollments.
The tax rates indicated are weighted averages, that is, we took the expenditures for all educational purposcs
in the quartile and then divided by the total pioperty valuations in that quartile.

Table 2
Tax Effort by Wealth Quartiles
High School Districts, 1965-71

Fourth First
(Poorest) Third Second (Richest)
Year Quartile Quartile Quartile Quartile 41
1965....oenomenne. 1.6063 1.5089 1.3543 1.1344 4719
J 01— 1.6648 1.5172 1.3713 1.1721 4927
|07 S 1.7909 1.5933 1.4770 1.2647 5262
1968................ 1.8714 1.6999 1.5249 1.3264 5450
1969.....cnmereeee 1.9543 1.8205 1.6263 1.4125 5418
| L7V E— 2.0888 2.0305 1.8260 1.5234 5654
1971....c e 2.1664 2.0200 2.0843 1.6387 5277
Table 3

Tax Effort by Wealth Quartiles
Flementary Districts, 1965-71

Fourth First
(Poorest) Third Second (Richest)
Year Quartile Quartile Quartile Quartile 41

1.7978 1.6915 1.7019 1.3608 4370
1.8154 1.7946 1.7527 1.4389 3765
1.9596 1.8825 1.7829 1.5083 4513
2.0009 1.9479 1.8499 1.5894 A115
2.1088 2.0781 1.9068 1.7085 4003
2.2721 2.2565 2.0925 1.8607 4114
2.3044 2.2935 2.1137 1.9932 32

The first relationship we can observe from the tables is that the wealthiest quartile has the lowest tax
effort, and the poorest quartile has the highest tax effort. In fact, with a very few exceptions in the tables,
the relationship of wealth to cffort has been linear among the quartiles in every year since 1965. Thus we can
conclude that the adoption of any of the cffort models mentioned in this chapter and elsewhere in this
report would, ceteris paribus, favor the poorer school districts. We are also, however, interested in trends
through time. The last column in the tables indicates the differcnces between the wealthiest quartile and
the poorest quartile. For unit districts and high school districts the difference has widened slightly but
not enough to be significant. This is to say, that under the conditions imposed by the Strayer-Haig formula
the poorest quartile has continued to raise its tax effort almost proportionally with the wealthiest quartile.
For elementary districts the differential has narowed somewhat and inspection of Table 3 will show that
this is because the wealthiest quartile has been raising its local effort faster than the poorest quartile.
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Critics of effort formulas have alleged that when a bonus is placed into the formula for higher effort,
it will be the wealthier districts that will respond to that stimulus rather than the poorer districts. There
appears to be no direct way of testing this hypothesis since past experiences may not hold under the
conditions of a new formula. All that we can say at this point is that there is no evidence in unit dis-
tricts and high school districts, and only slight evidence in elementary districts that the wealthier districts
have been raising their effort faster than the poorer districts. However, it should be admitted that they
might do so under the conditions created by a new formula. On the basis of very limited evidence, there-
fore, we conclude that the initial or short-range effect of an effort formula would be to help the poorer dis-
tricts but that this equalizing effect might be weakened at some later point in time due to greater effort
being exerted by the wealthier districts. Effort formulas are no panacea, they are only short-run solutions
at best.

The Resource Equalizer with a Variable Compensatory Weighting and a Mandatory Roll-Back Provision (5)

This model is based upon eight assumptions as follows:

‘1. The property tax would have to remain a substantial part of the base for the support of schools .1
the foreseeable future if only because of the cost to the state in replacing this major source f revenue.

2. That district effort, as measured by tax rates, should be rewarded, but that the sts.. - atin-aid
model should require high tax rates to be lowered while simultaneously allowing low tax rates .. be raised.
Such an apparatus will also allow property tax relief in districts which really need such relief. We think
that would be preferable to the “across the board” relief such as is contemplated in some current property
tax “freeze” proposals. -

3. No formula that was based upon a recognition of district effort could be accomplished in a single
year without an undue disruption of the present structure and without greatly increased cost. )

4. Disruption of the present structure can be minimized and acceptance of the new structure can be
maximized by providing “save-harmless” provisions in the new legislation at least until districts have time
to adjust.

5. That it was impossible to equalize support at the highest expenditure level but that it should
be equalized so that a quality education could -be purchased for all.

6. Variations in support by the state should be based on justifiable measureable variations in need
and that the density of such needy students should be a factor in the rew distribution formula.

7. That some machinery should be maintained to support experimeutation, research, and iuno-
vation, based on effort above the allowable maximum tax rates, but that this should be separate from
the basic formula so that the entire support plan would not be jeopardized if this step was in some way
disallowed because of constitutional questions.

8. Some categorical aids should be continued until the effect, of the new system of finance can be
. studied as it relates to these special purpose grants.

9. All operational aspects of schools should be in the support package rather than just the edu-
cational fund.

The :‘1‘1geb.ra.ic and arithmetic statement of this model is provided in chart number 1. Please note
the three “additional provisions” at the bottom of the page which are not ‘included in the algebraic state-

Chart |
Resource Equalizer Formula with Compansatory Weighting and Property Roll-Back Provisions

G=CWADAV[R (Ve V) ]

where:

CWADA = the sum of: high school ada (1.25) 4 1-8 ada -+ kindergarten ada (.50) +

per cent in district :
title one eligibles [ 375 ]

per cent in state
note: the title one weighting may not exceed .750.

R =the district tax rate for all purposes except bond and interest, rent fund, transportation, and
capital improvement. Maximum rates are: $3.00 for 12 grade districts; $1.95 for K-8 districts,
$1.05 for 9-12 districts.
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Ve=the guaranteed valuation per CWADA as follows:
$ 42,000 for 12 grade districts
$ 64,615 for K-8 districts
$120,000 for 9-12 districts

V1= the valuation per CWADA in the district

additional provisions:

I. Phase-in: Districts shall receive caiy 25 per cent of the calculated increase in any year, except-they may
receive a proportionate increase if the pupil population increases.

2. Save-harmless: In the first year of operation districts may use either the old formula or the new formula,
whichever is greater.

3. Property Tax  Districts with tax rates as defined above in excess of $3.00, $1.95, and $1.05 must, after the
Roll-Back: first year of operation of this formula, reduce their tax rates by 25 per cent of the amount
by which they exceed the maximum rates. Within a four-year period these districts will thus

be required to reduce their tax rates to the maximums indicated.

ment. Table 4 then provides an illustration of the effect of this model upon nine selected school
districts in the state. It should be noted that while the secondary districts receive large increases in
state aid under this model they are also required to roll back their local property tax rates. We thus
believe that this particular model will help solve the serious equity disputes between taxpayers in dual
districts and taxpayers in unit districts. Assessment variation and some districts increasing their tax
levies will cause future year cost to change but it should be possible to fund the four-year increase in
funds for education called for by this model at an annual cost of 165 to 233 million.

Table 4
Effect of Resource Equalizer Formula Upon Selected Districts and Estimate of Cost
72:73 73.74 Per Tax
Present Proposed Cent Rate
District Formula For—ula Change Roll-Back
Salt Creek (E.—DuPage) .................... e 182,703.09 247, 6.24 35.27 020348
Westfield (E.—Clark) ......ervees ceneee 60,492.00 69,798.93 15.38 None -
Wood Dale (E—DuPage) ........coccoumn. 610,644.65 788,881.60 29.18 .020085
Oak Park-R.F. (§.—Co0k) .....ccor.evrueerneee 552,866.27 1.772,601.51 220.62 016491
Oak Lawn (S.—Cook) ............. S 732,548.49 1.826,682.04 149.35 016711
Peotone (U.—Will) - 362,279.88 391,902.96 8.17 None
Chicago (U.—Co0Kk) ...e.oeeemceremre e 197,086,961.04 244,747,642.06 24.18 None
Champaign (U—Champ) .....coouueene. 3,851,229.49 4,365,661.96 1335 None
Edwardsville (U.—Madison) .................. 2,188,301.62 2,395,983.12 949 None

Estimated Cost in 73-74: $233,254,891 (new dollars)

Suggested Legislation

We have attempted to draft some of the legislative language that would be necessary to bring
this model into existence. The first part contains the language necessary to amend Section 18-8 of The
School Code and the second portion contains an outline of legislation necessary to achieve the goals
contained in assumption number seven above. This legislation would provide a means of exceeding
the maximum rates in certain districts if it be the will of the citizens in those districts that this be so.
The real value of such a model as this would be that communities could, with the same effort, expend
the same funds except for districts of extreme wealth and those districts educate less than six per:
cent of the children of Illinois. Thus we feel that while this model does not achieve complete “fis-
cal neutrality” it is a reasonably good approximation of that goal.

A Bill to Provide for Appropriation of Common School Funds to School Districts

Amends Section 188 of the School Code.
Copy the present bill (1972-18-8) and then add —
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or a district may be paid as follows with all reporting dates and payment dates in the above
statute remaining as they are.

The amount to be apportioned shall be detern:ined for each county by school district as follows.

Each district shall receive aid based upon the number of weighted pupils in average daily attend-
ance.

1. Weighted Average Daily Attendance (WADA) shall be calculated as follows:

A. Days of attendance shall be counted only for sessions of not less than 5 clock hours of
school work per day under direct supervision of teachers with pupils of legal school age through
grade 12.

B. Pupils enrolled in a public school for only a part of the school -day may be counted on the
basis of 1/6 day for every class hour attended pursuant to such enrollment.

C. Days of attendance may be less than 5 clock hours on the opening and closing of the
school- term and upon the first day of pupil attendance if the first dav of the term is utilized
as an institute or teachers’ workshop.

D. A session of 4 or more clock hours may be counted as a day of attendance upon cer
tification by the county superintendent of schools, and approved by the Superintendent of Public
Instruction to the extent that the district has been forced to use daily multiple sessions.

E. A session of 3 or more clock hours may be counted as a day of attendance when the re-
mainder.-of the school day is utilized for an in-service training program for teachers, up to a max-
imum of 5 days per school year, provided a district conducts an in-service training program for
teachers which has been approved by the Superintendent of Public Instruction.

F. A session of not less than 1 clock hour teaching of hospitalized or homebound pupils
may be counted as 2 day of attendance by such pupils.

G. A session of .at least 4 clock hours may be counted as a day of attendance for first grade

pupils, and a session of 2 or more hours may be counted as ¥ day of attendance by kinder

— garten pupils. :
H. For handicapped children below the age of 6 years whe-cannot attend full day because of handi-

cap or immaturity, a session of not less than one clock hour may be counted as ¥2 day of attendance.

I. A recognized kindergarten shall not have more thaii- ¥2 7- of .cl. -dance counted in any
1 day. However, kindergarten may count 2% days of attendance in any 5 consecutive school
days. Where a kindergarten pupil attends school for 2 half days on any one school day, such
pupil shall have the following day as a day absent from school, unless the school district obtains
permission in writing from the Superintendent of Public Instruction. Days of attendance by tui-
tion pupils shall be accredited only to the districts that pay the tuition to a recognized school.

J. The number of pupils in attendance in a district who are eligible under Title I of the Ele-
mentary and Secondary Education Act of 1965 shall result in an adjustment of the weightings
calculated as follows. The number of pupils. eligible under Title I shall increase the weighting by
375 for each student adjusted by dividing the per cent of pupils eligible under Title I in the
district by the ratio of pupils eligible for Title I in the state to the number of pupils in the state.
In no case shall this adjustment result in a greater weighting than .75 per student.

2. The state grant shall be determined as follows. So much of the balance of the remaining to
be apportioned after computing the amounts provided in Sections 18-3 through 18-7 as shall be required
shall be assigned to the several counties fof the benefit of the several school districts therein for pay-
ment of the several county claims compo.ing the State report of claims submitted under Section 18-12
together with any additional amount assigned under the provisions of Section 187 to any district not
included in the retirement system created by Article 16 of the “Illinois Feusion Code” as the same
may from time to time be amended. If the money available in the common school fund for this pur-
pose is less than the amount required under the provisions of this Act, thc apportionment to each
county shall be proportionately rediced.

A. The state shall guarantee the amount of money that a district’s tax rate as limited in
other sections of this bill would produce if every 12-grade district had an ascessed valuation equal
to $42,000 per wéighted ADA pupil; every K-8 district had an assessed valuation of $64,615 per
weig_?ted ADA pupil; and every 9-12 district had an assessed value of $120,000 per weighted ADA
pupil. ,

B. The tax rate to be used shall consist of all district taxes extended for all purposes except
Bond and Interest, Rent Fund, and Transportation.
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C. Districts may levy the combined tax rates currently authorized for the funds not exempted
in “B” above, or a maxinum without referendum of $3.00 for 12.grade districts; $1.95 for districts
having grades K-8 only; $1.05 for districts having grades 9-12 only, whichever is greater for the
first year of operation.

D. The state aid shall consist of the guaranteed assessment in “A” above less the assessment
per weighted pupil which a district actually has multiplied by the actual tax rate as described in
“B” and “C” above levied by the district up to $3.00 per 12-grade district, $1.95 per K-8 district,
and $1.05 per 912 district.

E.  Each district shall receive only 25% of the calculated increase in any year, except it may
receive proportionate increase if the pupil population increases. ‘

F. Any district that has a combined tax rate in excess of the maximum of $3.00 for 12-grade
districts, $1.95 for K-8 districts, and $1.05 for 9-12 districts shall, after the first year of the opera-
tion of this formula, reduce its tax rate by 25% of the amount by which they exceed the above
rates.

A Proposed Law f{o be Separate From the Common School Bill

When a school district has budgeted the full amount of operational funds allowed at the max-
imum tax rate permitted by Section 18-8, then that board of education may increase its ex nditure
for innovative programs or research or -experimental programs or other enriching experience by either
of the following methods.

1. Upon a direct referendum of the people the necessary. tax to increase expenditure by 15 per
cent for the above purpose may be levied.

2. If at the time of the enactment of this act the district is authorized to tax beyond the levels

$100 of assessed value of $3.00 in unit districts; $1.95 in elementary and $1.05 in high schools, the
oard may pass a resolution to keep a tax rate that will produce up to the amount of funds to
expend 15 per cent above the established rate subject to a back door referendum provision such that
any taxpayer in such district may, within 30 days after such resolution is made, file with the secre-
tary of the board of education a petition signed by not less than 10 percent or 2,000, whichever is the
lesser, of the voters of the district requesting the submission of the resolution to a referendum on
whether or not the board resolution shall stand.

Three-Tiered Power Equalizer

The distribution model presented on the following pages is based upon the following assumptions:
. A radical change from the existing state aid distribution model will be hard to sell to the
legislature and the public. '

2. A distribution model which proposes to equalize per pupil expenditure cannot and should not
be allowed to accomplish this task in a single year.

3. A major increase in state aid, while not accompanied by a proportionate decrease in local tax
revenues, will provide a “wind-fall” for many districts, and such a “wind-fall” should be avoided
when it is possible to do so. ‘

4. The property tax should remain as a substantial part of the base for the support of the pub-
lic schools, however, the inequalities inherent in such a tax should be gradually eliminated.

5. The amount of extra local tax effort needed to acquire a basic educational operating expend-
iture should be minimized over time.

6. A new distribution model should level up _pei" pupil expenditure in low wealth-high effort
school districts while holding expenditure levels in very wealthy school districts relatively constant.

7. The State of Dlinois is not now ready to include diffsrential weightings in a state aid formula.
It is felt that these weightings should be included in a distribution formula, however, only after a year
of study and preparation.

The basic model is presented in Chart number 2. Table 5 then provides an illustration . of the
effect of this model upon nine selected school districts in the State.
Chart 2

Three-Tiered Power Equalizer Formula
Tier |
(Basic Grants)
Aid equals the greater of the following plus a density bonus of 4%,/8%/12%/16% X $520 X WADA
depending on the size of the district.
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Special Equalization
Aid=($520 X WADA — QR X AV) X 119%

Alternate Method
State Ave. AV/ WADA

Aid=( X $120 X WADA) X 119%

District AV/ WADA
Flat Grant
Aid=($48 X WADA) X 1199,
where
QR = 1.08% for unit districts, .90%, for dual districts with less than 100 WADA, and .84%, for dual

districts with more than 100 WADA.
AY = District assessed valuation.

WADA = District weighted average daily attendance with weightings of .50 for kindergarten, 1.00 for
grades one through eight, and 1.25 for grades nine through twelve.

Tier 1l
(Effort Grants)
Aid=[(R, — QR} X F X WADAJ* — (R — QR) X .6* X AV

where
R == District Educational Fund tax rate.
QR == District Qualifying Rate
AV == District Assessed Valuation
WADA = Average Daily Attendance with same” weightings as above.
F = Guaranteed foundation rate for each .01%, in tax rate above QR.

* Sets the AV/WADA cutoff point above which districts would not receive additional aid under Tier |l. The pocints are:
Y1 = $50,000: Y2 $83.333; Y, == $166,666; Y4 = $150,000: Y, = $183.333.

**QR, R, and F are limited as follows:

Duals Duals Unit All
Year R, QR R, QR R, QR F
[ <2.82% 90% <2.76%, 84% <3.00% 1.08%, $ 3.00
I _— <9279, 775%  <1.882%  .739 <2.2329, 1.08% 5.00
K F— - <1.373%, 659, <1.4439, 62%, <1.903%, 1.08%, 7.00
VR <I165%,  525%  <I1.I5% 519, <1.729, 1.08%, 9.00
B s < 929 40%, < 929 409, <1.60% 1.08%, 11.08
Beyond Same Same Same +$1.00
Annually
Tier I )

(Local Leeway Controls)

The local districts will be allowed to keep their tax rate maximums with referendum at the current levels of
4.009% for unit districts and 3.009, for dual districts.

As the R in the Formula for Tier 11 is reduced, the local district begins 7o have more leeway but less state aid.
This has been done to encourage the local districts to decrease their local property tax rates.

It should be noted that an additional provision has been included that provides that when any in-
crease in State funds exceeds twenty per cent of the previous year’s aid, then that district will receive
only that portion of its entitlement which does not exceed this limit. This provision is included to in-
sure that those districts which are entitled to a large increase in state aid will receive it over a period
of time. The purpose .of this limit is two-fold: (1) It will not allow relatively poor districts to re-
ceive more state aid money than they can efficiently handle; and (2) it will provide for a leveling up of
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Table 5

Effect of Three-Tiered Power Equalizer Formula Upon Selected Districts

72.73 73.74 Per

Present Proposed Cent
District ) Foimula Formula Change
Salt Creek (E.—DuPage) ............ 182,703.09 207,364.56 1349
Westfield (E—Clark) .. coveeeeeenee 60,492.00 62,407.52 3.16
Wood Dale (E~DuPage) ............ 610,644.65 732,773.58 20.00
Oak Patk-R.I. (S.—Co0Kk) ............ 552,866.27 552,866.27 0.00
Oak Lawn (S.—Cook)........... J— 732,548.49 870,772.60 18.86
Peotone (U—Will) ..oereeenace. 362,279.88 434,735.85 20.00
Chicago (U.—Co0K) .....cocoeeremerueae 197,086,961.04 236,504,353.25 20.00
Champaign (U—Champ.) ...........  3,851,229.49 4,621,475.38 20.00
Edwardsville (U.—Madison) ........ 2,188,301.62 2,625,961 94 20.00

Estimated Cost in 73-74: $137,886,117 (new dollars)

education fund revenues available to the districts. The sccond feature can best be cxplained by the
following example.

Current Proposed

Revenue Revenue Per Cent

District Category Per WADA Per WADA ~ Increase
A ] &1 200 240 20.0
Local e 800 800 0.0
A TE: 1,000 1,040 40
B 300 360 20.0
450 450 0.0
Total .o e . 750 810 8.0
C ] 1L - 400 480 20.0
Local ...cevereeeee 100 ~ 100 0.0
Total e 500 580 16.0

Notice that the poorer district (C) is allowed to increasc its total revenuc by 16% whereas the
two wealthier districts (A and B) arc allowed to increasc their total revenue by four and eight per
cent, respectively. (This example, of course, assumes that local revenues will remain constant.) This
provides us with a sliding scale of increase which will cventually level up per pupil expenditure.

In Appendix C, following a table describing the characteristics of the sclected sample districts,
are three additional tables projecting: the revenucs available to these districts for a five-year period.
These tables were generated” based upon the following assumptions:

1. Each district will remain at the same assessed valuation per weighted pupil during this time.

2. Each district will continue to ievy in the education fund a dollar amount which generates the
same tax rate each ycar. .

It should be noted that at the end of this five-ycar period the maximum allowable increase in the
second tier is the same for both dual and unit districts and that the maximum education fund tax
rate is the legal maximum ratc allowed without referendum.

District Power Equalization (6)

District power equalization is an allocation system which is derived from a policy position of “cqual
support for equal effort” as opposed to policy positions of “minimum adequate support” and “full state
funding.” The allocation system requires the state to establish a schedule of tax rates with correspond-
ing expenditure levels. Thus, all school districts which tax at a particular rate (that is, make cqual
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effort) would be guaranteed the same dollar amount per pupil for expenditures (that is, be supported
cqually). School districts adopting a greater tax rate would be supported in iike manner at a greater
expenditure level. The intent of -the district power equalization scheme iz o provide some Iccal lee-
way regarding expenditure level while providing state protection against wide disparitics in tax mtes
among districts which spend at the same leve

It should be noted that the commonly used measurc of district wealth (assessed valuation per
pupil) wes not mentioned in the brief description of the district power equalization scheme. In reality,
assessed valuation per pupil is a_contrived measure which has been used in efforts to prevent wide dis-
parities in tax rates and expenditure levels. Given the policy position of “minmum adequate sup-
port,” the usc of the wealth measure of assessed valuation per pupil is appropriate. However, if the
objective is to affect a match between tax rates :nd expenditure levels, then it is no longer necessary
to continue using the contrived measure of district wealth. In fact, impetus to discontinue usc of the
wealth mcasure may derive from acceptance, logally or morally, of the principle set forth in rece.at
court decisions — “thc rule is that the leve! of spending for a child’s education may not t¢ a furc-
tion of wealth other than the wealth of the state as a whole.”

In addition, it should be i oted that the brief description of the district power equalization scheme
did not make reference to a “key district.” Instcad, the establishment of 2 “maximum expenditure
level” was advocated. The intent of this subtle difference is that attention should be focused upon

the level of spending that the “wealth of the state as a whole” can support, rather than upon the

level of spending that could be obtained from the “wealth of the Key district”

As has been pointed out earlier in the previous chapter, given a policy position of “equal support for
equal effort” several formulae can be generated to yield the same results. Therefore, the purpose of present-
ing a separate section on “district power equalizing” is not to advocate a strategy for producing unique
results, but is to present a different vantage point from. which to approach the problem of designing an
equitable allocation system for the distribution of scarce resources to the public schools.

Given this difference in perspective, it is necessary to present in detail the district power cqualization
scheme; to describe one meth>d of transition from the present allocaiion system to district power equal-
ization; to provide a summary of results from simulation of the transition method; and to point out
strengths, weaknesses and areas of concern regarding the allocation system and the transition model.

Basic Considerations

)... Conversion from the present allocation system to district power equalization should be carried out
over a multi-year interval. Immediate conversion would probably result in a severe financial burden upon
the state and would probably result in wasteful spending int local school districts.

2. Conversion from the present allocation system to district power equalization should progress from
actal practice relative to spending and taxing to some desired practice.

3. Conversion from the present allocation=system to district power equalization should result in
equalization across types of districts as well as within district types.

4. The district power equalization scheme permits each local district to select its level of spending
and to tax at the specified rate. Therefore, reliable estimates of actual revenue required during the transition
period are not feasible. However, an estimate of maximum revenue required for each year of transition czn
be obtained Ly assuming that each district will adopt compliance strategies which will result in maximum
spending based ipon current expenditure levels or current tax effort levels.

A Proposed Scuedule of Tax Rates and Expenditure Levels

In Table 6 is shown a proposed schedule of “base tax rates” and expenditure levels per weighted pupil.
Under the district power equalization system, if a school district selects a “base tax rate” (effort level) of
$1.75/$100AV then the state would guarantee an expenditure level of $875 per weighted pupil regardless
of the amount raised from the property tax, Conversely, if a school district should elect to spend $875 per
weighted pupil, then that district rust tax at a “base tax rate” of $1.75/$1G0AV. (Values not listed in
Table 46 may be obtained by interpolation.)

Pupil weightings for elementary and secondary school pupils were derived from actual practice. Araly-
sis of data over a fouryear interval 1967-68 through 1970-71 revealed th:4 expenditure levels for secondary
pupils were approximately 1.6 times that for elementary school pupils. Therefore, elementary school pupils
were arbitrarily assigned a weight of 1.0 and a weighting factor of 1.6 was assigned for pupils in grades 9-12.

Adjusted tax rates for each type of dstrict are obtained from “base tax rates” by multiplying by an ap-
propriate factor—1.0 for unit school districts, 0.6 for elementary school districts, and 0.4 for high school
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Table 6
Proposed Schedule of Base Tax Rates and Expenditure Levels Per Weighted Pupil

Far e ot | e 100 55
$1,250.00 $2.50
SI,I;S.OO 7 sz:.zs
51,05)0.00 si:.oo
3 855 00 — 51:.75
$ 7:50.00 $1:.so
$ 6;5.00 3 :zs
$ s:zo.oo Sl:.OS

districts. These factors correspond to the expected propoition of cost adjusted program to be provided by
each type of district. These factors were derived from analysis of data for the fouryear interval 1967-68
through 1970-71.

It should be noted that the schedule and procedures presented permit a matching of tax rates and ex-
penditure le els across district types. This feature would permit adjustment of the schedule in future years
without proaucing inequitable effects on one or more district types. Further, it should be noted that greater
access to state revenue has been given to dual districts. This access to state revenue must be accompanied
by legislation which would restrict in a proportionate manner access to revenues from local sources. That
is, legal tax limits for elementary school districts must be rolled back to 0.6 that of unit school districts and
high school districts to 0.4 that of unit school districts.

Should it be desirable to continue the practice of requiring greater effort in the dual school districts
than in unit school districts, this 1n be readily accomplished by multiplying the adjusted tax rates in dual
districts by an appropriate factor. For example, assume that the state would require additional effort for
dual school districts, say 10% greater effort. Further, suppose that the districts in question wish to adopt
an expenditure level of $1,125 per weighted pupil. In this event an elementary school district would be Te-
quired to tax at a rate of $1.2485/$100AV (82.25 x 0.6 x,1.10) instead of $1.135/$1C0AV ($2.25 x 0.6). The
high school district would be rejuired to tax at a rate of $0.99/S100AV ($2.25 x 0.4 x 1.10) instead of $0.90
($2.25 x 0.4). However, it would seem that unification of school districts could be accomplished through
legislation without the use of the penalty in the distribution system. Further, any attempt to revise the
present funding system should take into consideration action which may be taken by the courts. 1herefore,
this proposal does not include the use of the penalty feature.
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Impact on School Districts

If the specific district power equalization proposal were to be adopted, what would be the immediate
consequences for Illinois school districts? In Table 7 is shown the configuration of school districts in rela-
tion to the schedule of base tax rates and expenditure levels as presented in Table 6. This configuration
is based upon operating costs for 1970-71 and education fund tax rates for 1970.

Given this configuration of districts in relation to the proposed schedule of tax rates and expenditure
levels, it is evident that some “leveling down” would occur. For example, there are 30 school districts with
34,522 pupils which are currently spending more than the maximum of $1,250 per weighted pupil as pro-
posed. In order to conform to the schedule, these districts would have to undergo some “leveling down.”

Table 7
Configuration of Districts in Relation to the Proposed Schedule®

$2.50/S100 AV S1.08/S100 AV
8 20948 13 4901 5 686
1 6953 1 137 0 0
0 0 2 897 0 0
9 27901 16 5933 5 686
1250
64 189842 168 69724 5 820
8 2280
12 867496
68 281018 “‘o,;oo) 368 939500 0 0
%
316 311903 %
1 4996 83 121603 & 2 2901
. 202 539435 _ -
133 475855 601 972939 7 3721
520
0 0 1 133 0 0
0 0 0 ) 0 0 0
0 0 1 1278 0 0
0 0 2 1411 0 0

* Tax rates for clementary and sccondary school distriets have been adjusted proportionately to correspend to base rates
as described catlier.
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Property tax relief would be mandated in 142 districts with 503,756 pupils. Increases in property taxes
would be mandated in 12 districts with 4,407 pupils.

The split-center cell indicates those districts which are currently spending between $1,250 and $520 per
weighted pupil and taxing at an adjusted rate between $2.50/S100AV and $1.08/$100AV. Those districts
above the dividing line (“schedule values”) could elect to retain their present level of spending and in-
crease taxes to correspond to the schedule value, or retain the present tax rate and reduce spending to
correspond to the schedule value, or adjust expenditure levels and tax rates to affect a match between the
two as proposed in the schedule. In any event this situation corresponds to a “leveling down” strategy.
Those districts which fall below the dividing line (“schedule values:) would be engaged in “leveling up”
strategies.

It should be pointed out that the configuration of Table 7 does not reflect effects which may be pro-
duced by the “density bonus.” This concept will be treated later in a discussion of cost differentials and
pupil weightings.

Transition to District Power Equalization

As has been previously noted, this proposal advocates a match between tax rates and expenditure levels
among districts of the same type and thc establishment of comparable tax rates and expenditure levels
across types of districts, further, this proposal advocates that transition be accomplished over a multi-year
interval. An immediate transition is very likely to produce problems relating to the availability of resources,
and in waste and inefficiency in the use of available resources. Hence, this proposal suggests that a five-
year transition period be utilized.

It would seem necessary to require each district to specify the constant dollar level of spending and
the corresponding tax rate that the district wishes to adopt at the end of the five-year interval. Guidelines
could ‘then be developed which would limit correction in tax rates to twenty per cent annually of the differ-
ence between the present tax rate and the specified rate for the terminal year of the tramsition period,
expenditure levels would be adjusted to twenty per cent annually of the difference between the present
_ expenditure level and the specified level for the terminal year »f the transition period, and correction to

theuadiusted rates for elementary and secondary school districts be accomplished at twenty per cent an-
nually. . e

Such a strategy would enable local school districts and the state to develop plans to optimize educa-
tional opportunities each year of the transition period. Since the district power equalization scheme does
provide for local leeway regarding expenditure levels, it is difficult to ascertain what steps each district
will take to affect a match between expenditure levels and tax rates at the terminal year of the transition
period. However, provision should be made to ensure that local decisions are based primarly upon edu-
cational program considerations.

In terms of state planning for required resources, one could assume that all districts will take steps to .
maximize the costs of education and in this manner obtain a reasonable upper limit on state resources for
each year of the transition period. Maximization of the cost of education may occur by retaining a given
expenditure level and increasing tax rates to correspond to that expenditure level, or by maintaining a given
tax rate and increasing expenditures to affect a match as specified in the schedule.

Critique of District Power Equalization

Any attempt to model behavior of more than 1,100 school districts relative to spending and taxing
will in all probability be myopic. Nevertheless, efforts were made to construct a transition model that would
simulate progression from the present allocation system to a district power equalization system as previously
outlined. As a result of efforts to construct the simulation model and analysis of data from numerous simu-
lation runs, the following observations seem noteworthy of consideration in attempts to design an alloca-
tion system.

1. District power equalization (whether by schedule or formula) . probably meet the principle
of “fiscal neutrality.” However, subsequent questions could be raised relativ to the range of permissible
expenditures; or to the correspondence between tax effort of the district and ..vel of income of the district.

2. Although equal dollars (at a given effort level) do not guarantee comparable levels of education, it
seems ironic that the argument is often used “effectively” to deny an increase to equal dollars for the edu-
cation of children requiring more than the equal dollar amount in order to obtain a comparable level of
education,




3. Although this committee <xcluded the matter of school district organization from its deliberations,
the credibility of advocating greater access to resources for school districts whose size or orgamzahona]
pattern may be less than optimal must be questioned.

4. A]though the policy position of equal support for equal effort” may be supported and advocated,
a question must be ralsed relatlve to the “rationality of men” in changing from a policy position of “mini-
mum adequate support” to “equal support for equal effort.” Does the school district which is “conditioned”
to high taxes and low expendxtures ‘psychologically” have the option of reducing taxes? Would it be pru-
dent to “freeze expenditure levels” (allow modest increases) for a short time interval and seek to align tax
rates with those expenditure levels?

5. Although it is recognized that instructional costs vary with student needs, as a matter of priority
it seems necessary to attend to the greater disparities, first.. Certainly accounting procedures should be estab-
lished to provide baseline data relative to costs associated with instructional programs for pupils with special
needs. Initial provision must be made for districts which have a greater than average percentage of pupils
with special needs. The present “density bonus” probably attends to this concentration in a gross manner.

6. Implementation of a policy position of “equal support for equal effort” where resources -  from
state and local sources must ensure that each type of district must have equal access to local sources and
to state sources. At present high school districts have greater access to local revenues than elementary or
unit school districts and unit school districts have greater access to state revenues than elementary or high
school districts. It is difficult, if not 1mpossxb1e to determine the amount of local leeway necessary for each
district type such that access to local funds is just equal to state funds to which access has been denied.

Cost differentials between types of districts can be obtained by analysis of data. However, these spend-
ing patterns may have evolved as a result of access to a source of greater yield than as a result of sound
educational practice.

7. Second year effects of a formula which is derived from a policy position of “equal support for equal
effort” must be analyzed as well as first year effects. Particular attention should be given to effects which
may be derived from efforts to align equal access to state and to local revenues for elementary, secondary
and unit school districts. Safeguards must be provided to ensure that elementary and secondary school dis-
tricts are not given an “expenditure level” edge in the process of alignment of access to state sources as a
result of past over-access to local sources.

8. As access to state sources of revenue are opened to elementary and secondary school districts, access
to local sources must be diminished.

9. District power equalization and other formulae which are derived from a policy position of equal
support for equal effort would allocate additional moneys to school districts which have limited access to
local revenue. District power equalization (or other formulae) does not ensure that the quality of educa-
tion will be improved. It is obvious that concerted action must follow. reform in school finance to produce
reform in the quality of education as a result of the additional dollars.

Operating Cost Formula

One final form of the equal expenditure for equal effort approacli to equalization is the “operating cost
formula”. This formula expresses the idea that the most effective method of achieving equalization among
school districts is to base state support upon all operating costs. It is based upon the following principles:

1) Educational opportunities should be substantially equal, but districts should have limited tax lee-
way left for enrichment and experimentation.

2) Necessary cost differentials should be included in the plan to meet individual needs created by
variables.

3) All operating costs including special education, vocational education and transportation should be
included-in the plan and not be treated as add-ons.

4) School taxes should be relatively progi.isive with a high percentage of revenue coming from
state and federal sources.

5) So-called- “incentive” programs which allocate state and federal funds on the basis of locally
raised revenue should be avoided as they tend to disequalize educational opportunities.

6) The level of funding should be determine b a professional estimate of the cost of a quality
educational program rather than by the average of current practice.

7) Educational output per dollar should be maximized through efficient district organization and ef-
ficient schools within districts. (There should be no financial differential based upon tyne of dis-
trict organization.)
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8) Federal aid should serve two functions: the reduction of reliance on regressive taxes and the cqual-
ization of educational opportunities among the states.

9) Capital outlay expenditures are an integral part of the cost of education and should be funded
by means of a program separate from operating cost funding.

10) Every district should be guaranteed the spending level of the last school year prior to the intro-
duction of the new formula plus an increment.

11)  Special grants should be available from the state office of education for research, experimentation
and innovative projects.

The operating cost formula attempts to solve school finance problems by:

1) Establishing the guarantee level per weighted pupil at an adequate level—S1,350. This figure is
somewhat higher than the projected average expenditure in Illinois. It can be argued that this is
justified because average expenditures are depressed..by a substantial number of districts that
under the present finance system simply cannot raise enough money to do an adequate job--some
cannot even comply with all of the legal provisions such as-mandatory special education.

2) Weighting pupils according to need. The proposed weighting of pupils for state aid purposes
is as follows:

1.30 — pre-school ages 35 (income under $4,000)

1.40 — kindergarten—grade 3

1.00 — grades 4-6

1.20 — grades 79

1.40 — grades 10-12

2.00 — compensatory education

1.80 — vocational—technical

1.20 — speech handicapped

1.90 —mentally handicapped (EMH—TMH)

2.40 — leamning disabilities

2.80-— emotionally handicapped

3.25 — physically handicapped
These are the weightings proposed in the National Educational Finance Project with one excep-
tion. The weighting of pupils in kindergarten and the first three grades is proposed because pre-
school and early school education is critical in educational growth. Failure to adequately meet
children’s needs at this level likely produces problems both more difficult and more expensive to
resolve at a later time. Weighting of pupils with special educational needs would supplant the
present special education reimbursement program.

Weighting for bilingual programs is desirable but more information is needed to make a specific
recommendation.

3) Using membership in counting pupils. The rationale for the use of average daily membership
rather than average daily attendance has been stated so often in recent years that it will be
omitted here.

4) Limiting local property tax rates. The whole concept of equalization implies limitations to nar-
row the gap between low and high resource districts. Further, as a matter of tax reform, the
major source of school revenue should be shifted to the state level where more equitable taxes
such as the income tax may be used in lieu of local property taxes.

5) Providing a local tax option to exceed the tax guarantee level by as much as 20%. This means
that local districts could exceed the proposed guarantee level of $1,350 by 20% or $270 per
weighted pupil, subject to local referendum. This is considered adequate for enrichment, experi-
mentation and possible differences in cost due to geographical location.

6) Guaranteeing that higher expenditure per pupil discricts will be permitted reasonable increases
in expenditure per weighted pupil. The very small percentage of school districts whose expendi-
tures exceed the proposed level should be permitted to maintain the current lével of expenditure
plus reasonable increases until such time as the guarantee level equals or exceeds their expendi-
tures.

7) Eliminating the cost of bond repayment, school construction and other major capital outlays
from operating revenues. Both operating and capital outlay expenditures are made from several
of-the multiplicity of funds under the present system. Borrowing among and between funds,

-

deficit transfers ficm one fund to another and shifting of expenditures from one fund to another
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promote unnecessary complexity and confusion. All operating costs should be paid from a single
operating fund and all nonoperating costs should be paid from other funds.

Shifting from an inadequate local property tax-based school finance system to an adequate, state
tax-based system will require a massive increase in state appropriations for public elementary and
secondary school education. Although this could require a doubling of the income tax rate, it
would relieve the increasing burden placed on the unfair and unpopular property tax.

Implementation of the operating cost formula could be made over some agreed time span such
as four years. Several factors can be adjusted or phased in over such a time period to reduce the
financial impact on the state and to promote better use of funds through more planning time
at the local level. One possible adjustment is inclusion of a participation rate. Under this ad-
justment, a district would not receive its full entitlement if it failed to levy the full participation
rate of $3.00 (unit), $2.00 (elementary) or $1.00 (secondary). For example,.if a unit district was
entitled to $900 per weighted pupil but only levied $2.00, it would receive $600 per pupil (% of
$900). The % is determined by dividing the district rate by $3.00; in this case, $2.00--$3.00=%5.
Actual attendance figures for special education pupils are not available in exactly the form
required by the operating cost formula. However, the Office of the Superintendent of Public In-
struction has organized special education attendance data into three groupings which provides an
approximation of the data needed. Estimated cost to the state with the participation rate adjust-
ment is $2,223,463,450 based upon 1969 assessed valuations, 1970 tax rates and 1970-71 weighted
average daily attendance. .

The basic provisions of legislation to implement the operating cost formula are outlined below:

10)
11)

12)

Combine education, building, transportation, municipal retirement, textbook and playground
rates and funds to form the “Operating Fund”.

Eliminate all capital outlay expenditures from this new “Operating Fund”.

Continue Bond and Interest, Rent, Site and Construction, Capital Improvement and Work-
ing Cash Funds.

Abolish fire and safety and liability tax rates.
Establish guarantee level at $1,350.
Establish necessary tax rates for th. program.

Permit voter approval of a limited 1 -eway rate not to exceed 20% of the guarantee level. (Those
with current rates in excess of the 20% would have rates frozen and reduced proportionately to
20% as the guarantee level became high enough.)

Automatic increase should be built in (rising AV per pupil, “cost of iiving”, fixed percentage,
% based on average operating cost). .

Use the weighting described earlier in this proposal.
Base distribution on average daily membership rather than average daily atte:. +nce.

Guarantee no loss in revenue to any district and allow an increment equal to 10% of the guar-
anteed level the first year.

Authorize full participation; not limited by local voter approval.

Reforming the revenue structure of Illinois should shift the major thrust of the tak program from prop-
erty to income taxation and make the property tax more fair.

One of the real dangers to school districts is a haphazard; partial implementation of measures to shift
from property to income taxation. The process of eliminating certain property from taxation without re-
placement of the lost revenue which it would generate and without provision for revenue growth in an

“ationary economy will surely move us toward financial or educational bankruptcy.

Reformation of the Tllinois tax structure should encompass the following concepts:

1)
2)
)
)
)

W

5

Eliminate personal property taxes.

Base state revenue on income tax.

Limit property tax rates. .

Use federal funds to offset local (note state) revenue production to help shift from a property tax
based to an income tax tased revenue system.

Strengthen state power to reassess and to equalize at the assessing level, such . township.

In addition to the appropriations for schools made by the General Assembly, abo «t 60% of all prop-
erty taxes extended are for schools. Schools are more likely to be adequately financed if there is a state
and local revenue system that is efficient and gives equitable treatment to taxpayers. Many citizens who




are unfairly treated in taxation, such as older property holders on low fixed incomes, show their displeasure

and plight by voting against school referenda. The percentage of successful school referenda has decreased
during each of the past four years.

When property taxes for schools are reduced, income taxes should be used to replace losses in funds.
Implementation of the previously described formula would help resolve this problem. Property taxes should
remain for school purposes until there is a suitable substitute which will allow taxation for school purposes
on persons residing within the district. Much of the progress in education has been initiated by school
districts which did something more than the ordinary; such innovative activities usually require additional
funds. However, it is not necessaty to' place the major burden of financial support of schools upon the
local property tax to permit the exercise of these options. Each district should have the option, with voter
approval, of raising a limited dollar amount per pupil for such purposes. In addition, special grants should
be available from the State Office of Education for research, experimentation and innovative projects.

The major portion of public elementary and secondary school financing, state and local, is based on
assessed valuation per pupil. Fair treatment of taxpayers requires equal assessments for schools and other

Chart 3
Operating Cost Formula with Weighted Average Daily Membership
Vi)
G = CWADM X $1,350 X (I - —
Vi)

where:
CWADM = the sum of the weighted average daily membership

V1= the valuation per CWADM in the district
Vs=the guaranteed valuation per CWADM ac follows:

$45,000 for |12-grade districts
$67,500 for K-8 districts
$135,000 for 9-12 districts

additional provisions:
I. Save-harmless: Districts would be assured of no loss in operating funds during a phase-in period.

2. Property Tax  Districts with tax rates for all purposes except bond and interest, rent fund and capital outlay
Roll-Back: which exceeded certain maximums would be required to reduce such rates. Basic maximum
operating rates of $3.00, $2.00 and $1.00 for 12-grade, K-8, and 9-12 districts, respectively
would be established. Districts could exceed these rates to produce a maximum of 209, of

$1.350 more, subject to local voter approval.

purposes. There is ample evidence in county sales ratio studies to prove great disparity between assessed and
bonified sales value in every county in the state. If as ~sed valuation per pupil is to continue as a significant
factor in measuring school finance resources, these ‘es should be removed. Under the present system
substantially unequal assessments mean that millions « du..ars each year are going to the wrong places. A
state agency should have the power to'equalize by taxing units rather than by counties and the right to assess
property where poorly done by local assessors and to-charge the local unit for such service. Errors in local
assessments cannot be corrected my multiplication factors. The assessments need to be properly made in the
first place.

Table 8
Effect of Adjusted Operating Cost Formula Upon Selected Districts

Two figures are shown below for comparative purposes. The “entitlement” figure is the amount calcu-
lated by the formula. The “adjusted” figure is the entitlement figure multiplied by a participation rate.
The participation rate is the ratio of the district’s operating rate to the full participation rate of $3.00,
$2.00, or $1.00 (unit, elementary, and secondary).
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Some tax rates would be reduced, especially in high school districts.

Present Allocation Proposed Proposed % Change to

District (Hubbard-Hickrod) Entitlement Adjustment Adjustment
Salt Creek ..o erereeeceemasnnaens $ 192,538 $ 1,142,562 S 933473 384
Westfield ..e.one covemr e v e 48,074 234,283 141,858 195
Wood Dale ... 576,443 2,051,474 1,885,305 227
Oak Park - River Forest.......mveovnee oo 468,390 4,587,785 4,587,785 . 879
Oak Lawn 678,175 3,706,300 3,706,300 446
Peotone ....ccoueecneee svruenemenre e 331,427 1,202,438 878,180 165
Chicago .cceveeeenccenee 191,303,016 669,160,605 512,916,513 168
Champaign . 3,796,558 13,540,605 10,702,385 - 182
Edwardsville ...... 2,011,754 6,553,224 4,593,810 128

Estimated Cost to State for Full Implementation Using Adjusted Calculation: $2,223,463,450°

Proposed weightings were not available on a district basis, therefore, the weightings developed by OSPI

were used. The effect of using more refined data is not assessable at this time.

The proposal also contemplated using average daily membership rather than attendance but such infor-

mation is also unavailable. Use of WADM would obviously increase the cost to the state.
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CHAPTER FIVE

FULL STATE FUNDING

Full State Assumption of the Costs of Public Elementary and Secondary Education: A Rationale for Illinois

. Full state assumption of the cost of public elementary and secondary education is sound fiscal !
policy and good educational policy. Furthermore, full state assumption may be required by impending
court decisions.

In the November 20, 1971 issue of the Saturday Review in the aftermath of the California Su-
3 preme Court’s decision in Serrano v. Priest, it was stated:

The court took some pains to argue that territorial uniformity in school finance is constitution-
ally required. “Where fundamental rights or suspect classifications are at stake,” said the court, “a
state’s general freedom to discriminate on a geographical basis will be significantly curtailed by the
equal protection clause.” In support of this interpretation, the court first relied upon the schooi clos-
ing cases in which the U.S. Supreme Court invalidated efforts to shut schools in' one part of a
state while schools in other areas continued to operate. Secondly, the court relied upon the reappor-
tionment cases in which the US. Supreme Court held that accidents of geography and arbitrary
boundary lines of local government can afford no ground for discrimination among a state’s citizens.
“If a_voter’s address may not determine the weight to which his ballot is entitled, surely it should
not determine the quality of his child’s education.”

This analysis is consistent with the more cgalitarian proposition that the quality of a child's
education may not be a function of local wealth or of how highly his neighbors value education. In
other words, it would prohibit variations in the number of dollars spent on any child by virtue
of his place of residence. It would apparently pemmit variations based on educationally relevant
characteristics of the child. One point that remains unclear in the opinion is whether the equal
protection clause applies to children or to school districts. If it is children who are entitled to
equal (plr)otection, then the quality of a child’s education could not be subject to a vote of his neigh-
bors.

If this interpretation is upheld, then full state assumption in some form is the only logical alternative,

" for only if the state participates fully in the financing of education can it ensure that wealth and place in-
equalities are removed. The fiscal neutrality principle advanced in Serrano and its handmaiden, the
gistrict power equalizing plan, would permit educational quality to var: from school district to school
istrict.

The major impending event is the expec* d U.S. Supreme Court decision in San Antonio v. Rod-
riquez. This case is on appeal from a U.S. District Court in Texas. That court had held that the public
school finance system now operating in Texas violates the equal protection clause of the federal Con-
stitution. If the U.S. Supreme Conrt upholds the lower court’s decision, all states will need to reform.
Should it not uphold the decision, then it is fully expected that litigation will continue in state courts
on state constitutional grounds. An example is the approach taken by the New Jersey Superior Court in
Robinson v. Cahill. That court found that that state’s school financing system violates both federal and
state equal protection rights and the provision of the New Jersey Constitution which asserts that “the

) legislature shall provide for the maintenance and support of a thorough and efficient system of free
public schools.” The opinion stated:

Providing free education for all is a State function. It must be accorded to all on equal terms.
Public education cannot be financed by a method that makes a pupil's education depend upon
the wealth of his family and neighbors as distinguisted from the wealth of all taxpayers of the
same class throughout the State.

The New Jersey system of financing public education denies equal protection rights guaranteed
by the New Jersey and Federal Constitutions. Education is one of the most important functions of
State governments, and educational opportunities, where the state has undertaken to provide them,
is a right that must be made availabﬁ: to all on equal terms. Education is a fundamental intc.est,
vital to ‘the future of every citizen. Lines drawn on the basis of wealth or property, like those of
race, are traditionally disfavored. Thus, where fundamental rights are asserted under the equal® pro-
tection clause, classifications wiil be closely scrutinized. (2) '
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Robinson, thus apparently requires the following:

(1) the quality of a child’s education may not be a function of the wealth of his parents, neigh-
bors, or school district.

(2) The quality of a child’s education may not be a function of the willingness or unwilling-
ness of the local electorate to vote funds for education.

(3} There must be an equitable distribution of the educational tax -burden.

(4) The opportunity for an education is a right which must be made available to all on equal
terms.

(5) The accidents -of geography and the arbitrary boundary lines of local school districts can
afford no ground for discrimination among the school children of a state.

Reform may thus be induced by U.S. Supreme Court action or by state court action. Of course,
it is possible that the judicial inducement of school finance reform may reach an impasse. In this as-
sumed unlikely event the obligation would again be on state legislaturc ‘o wrestle with the fiscal, educa-
tional and moral questions which have been raised in the lawsuits. In any instance, many people who
have thought deeply about school finance believe that the case for full state assumption rests on its
own.

I

The recent renaissance of the concept of full state funding is generally attributed to James B.
Conant who, in a speech before the Education Commission of the States in 1968, said:

I would point out . . . that in the years in which I havc tried to convince people of the im-
portance and the correctness of our systtm here in the United States, I always assumed that local-
control of schools was a necessary consequence of local financing of the schools and vice versa. I
think the New Brunswick example is a demonstration that this equation may well be wrong. It
may well be that you can have local control of all the vital aspects of the public schools and still
have the financing at the state level through state taxes and not through the local property tax. (3)

Building on this notion, the late James E. Allen, in a speech before the New England School De-
velopment Council, said:

Current conditions and future probabilities have made it impossible to continue to ignore the
long apparent need for a drastically revised pattern of school finance. The general pattern now
existing is more often restrictive than supportive. As the possibility of revisionary action comes
nearer, the proposal for state assumption of all, or substantially all, of the local costs of elementary
and secondary education is gaining support. (“Education: The First Duty of Government,” The
Alfred Dexter Simpson Lecture, Harvard University, 1971.) »

 Conant has since developed a plan for full state funding. In the October, 1972 issue of The Amer-
ican School Board Journal, he made the following proposal:

(1) A state would repeal its current legislation that gives taxing power to a local school district;
(2) new school districts would be created, each with an elected board with power to appoint the
district superintendent and the principals of schocls in the districts; (3) each district school board
would propose an annual budget expressed in terms of personnel needed (not in terms of money);
the budget would be reviewed by the chief state school officer and his staff; (4) a statewide salary
scale would be created by thé legislature after consultation with representatives of the teachers; (5)
a dollar budget finally would be presented to the legislature by the govemor on the advice of the
chief state school officer; (6) the money to meet the budgeted expenses would be raised by state-
wide property and income tax; (7) federal money would supplement funds raised by state taxes —
with no strings attached to such federal funds. (4)

The specific plan which Conant proposes would, in our’ view, be difficult to implement. Nonetheless,
it does derive from a principle which Conant asserts and to which we subscribe: “The only vital point
is that collecting the money would be completely divorced from distributing it.”

The President’s Commission on School Finance similarly concluded that states should assume nearly
the full cost of elementary and seconda.y education:

The Commission recommends that State governments assume responsibility for financing sub-
stantially all of the non-Federal outlays for public elementary and secondary education, with local
supplements permitted up to a level not to exceed 10 percent of the State allocation. :

_The Commission further recommends that State budgetary and allocation criteria include differ-
-entials based on educational need, such as the increased costs of educating the handicapped and
disadvantaged, and on variations in educational costs within various parts of a [tate.
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To aid the States in moving toward this objective, the Commission also recommends a gener-
al purpose Federal incentive grant that would reimburse States for -part-of- the costs of raising the
State’s share of total Statc and local educational outlays above the previous year's percentage. This
would be contingent on the submission by a State of a plan for achicvement of full State funding
over a reasonable period of time. (5)

The President’s Commission thus views-full-state funding as so worthy a goal that it has proposed a
federal incentive.

The New York State Commission on the Quality Cost and Financing of Elementary and Secon-
dary Education (the Fleischmann Commission) issued a report which in our view, will stand as a land-
mark in public school finance. That Commission rejected district power equalizing as an inadequate
alternctive in favor of full state funding. The reasoning of the Commission is so persuasive that we
reproduce it at some length:

We prefer full State funding to district power equalizing for several reasons. First, assume that
wealthy dpistricts are inhabited by wealthy residents and poor districts are populated by the poor.
All district power equalizing does then is to assure equity in tax rates vis-a-vis school expenditures.
Poor people would have difficulty in meeting the competition of rich people in rich districts, once
the latter saw how the finance plan was shaping up and raised their school tax rates to preserve
their favored position. )

Second, assume (as we do) that there is no absolute standard of education which can be de-
scribed as “adequate” — that all educational disparities are relative. Then, if one is going to embark
_on a major revision of educational finance arrangements, why should one not remove “place” inequal-
ities as well as wealth inequalities? The quality of a child’s education should, in our view, be no
more a function of how highly his neighbors value -education than how wealthy. they are.

Moreover, we believe that the 1 jual protection clause of the Fourteenth Amendment applies
to individual children rdther than school districts. If this is so, then the quality of a child’s educa-
tion cannot depend any more on the vote of his neighbors within the confines of a }:.al school dis-
trict than it can on their aggregate relative wealth vis-a-vis other school districts witz « the State.
The California Supreme Court in Serrano v. Priest was not explicit on this point, but it did take
some pains to argue that territorial uniformity in school finance is constitutionally required. “‘Where
fundamental rights or suspect classifications are at stake,” the Court said, “a State’s general freedom
to discriminate on a geographical basis will be significantly curtailed by the equal protection clause.”

To make the point clear, consider two districts, A and B, and let them be of equal- wealth.
Suppose the .xesidents of district A choose a school program half as costly as the residents of district
B. Is it good policy for the State to require the children of A to sufer the lifetime handicap of
inferior education, which is to say, should the State exclude these childrén from the benefits of
district B education on the basis of a district boundary line that is itself a historical accident? As
we understand the ideals of a democracy, public institutions —and especially the schools — shouid
see to it that persenal attributes such as aptitude, talent, and energy, play a progressively larger role
in an individual’s success and development, while parental wealth, on the one hand, and apathy
on the other, play a progressively smaller role. We iee no way for this ideal to be achieved in the
absence of direct State intervention in the allocation of educational resources.

One of the functions of an educational system is to act as a sorting device. Classification of
people on grounds of ability and aptitude occurs all the time, and schools often act as a major
transmitter of the process. But if primary schooling of some ¢ "dren is of vastly greater quality
than that of other children, the sorting process is ineffective an: dangerous. Local tastes for basic
educational services should nit distort e function of the sorting mechanism and possibly under-
mir~ student’s potential and achievements. (6)

The Ci - ission’s position is thus compatible with our interpretation of the law as reported in Section
I abeve. loreover, the Commission identified what for us has been a key issue. Since there is no abso-
lute level of expenditures which can be defined as adequate, then all expenditure differences are rela-
tive. This leads us to the conclusion that place inequalities should be removed. Differences in educa-
tional expenditures can be permitted only if they are bused on educational grounds.

Lastly, a work which will be used by those who oppose school finance reform should be cited —
the widely heralded study Inequality by Christopher Jencks and his associates. Jencks asserts, we think
incorrectly, that “unequal expenditures do not . . . account for the fact that some children learn to read
more Sompetently than others, nor for the fact that some adults are more economically successful than
others.” Nonetheless, he makes a moral argument for reducing variations in educational spending:

The case for equalizing expenditure must therefore rest on a simpler logic, which asserts that public

money ought to be equitably distributed even if the distribution of such money has no longterm
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cffect. There is no evidence that building a school playground, for example, will affect the students’
chances of learning to read, getting into college, or making $50,000 a year when they are 50. Build-
ing a playground may, however, have a considerable cffect on the students’ chances of having a
good time during recess when they are 8. The same thing is probably also true of small classes,
compcetent teachers, and a dozen other things that distinguish adequatcly from inzdequately fi-
nanced schools.

Adequate school funding cannot, then, be justificd on the grounds that it makes Life better
in the hereafter.—-But it can be justified on the grounds that it nakes life better right now.

And later,

Instead of evaluating schools in terms of long-term effects on their alimni, which appear to be
relatively unform, we think it wiser to evaluate school in terms of their immediate effects on teachers
and students, which appear much more variable. Some schools are dull, depressing, even terrifying
places, while others are lively, comfortable, and reassuring. If we think of school life as an end
in itself rather than a means to some other end, such differences are enormously important. Elim-
inating these differences would not do much to make adults more cqual, but it would do a great
deal to make the quality of children’s (and teachers’) lives more equal. Since children are in
school for a fifth of their lives, this would be a significant accomplishment. (7)

In sum, the case for full state assumption can be made on legal, educational and moral grounds.

Full State Funding: A Proposal

Constitutionally, education is a function of the state, not the federal government. (8) The State
of Illinois has expressly defined the state’s responsibility:

A fundamental goal of the People of the State is the educational development of all persons to
the limits of their capacities.

The State shail provide for an efficient system of high quality public educational institutions
and services. Education in public schools through the sccondary level shall be free. There may be
such other free education as the General Assenbly provides by Law.

The State has the primary responsibility for financing the system of public education. (9)

It therefore follows that Illinois has the responsibility for developing a system of financing educa-
tion which will fulfill primary state goals, including “the " educational development of all persons to
the limits of their capacities.” Implicitly or explicitly, this can be said to be the purpose of present
and future financial systems. The complexity of the financial system can be presumed to result from
the' complexity and ambiguity of these primary goals.

The Present System

At present, revenues for the support of education in Illinois are derived from at least three systems
of taxation, categorized according to the locus of their administration. The largest amount of money
for education in Illinois is obtained through taxes which are administered by local authorities. The
second major source of revenues is through taxes administered by the State. The third is through taxes
administered by the Federal government. )

Talle 1
Sources of Revenue for Education in Illinois
1971
Federal $ 137.2
State 966.6
“Local” 1,677.8
TOTAL $2,781.6

In the above paragraph, school revenues have been categorized according to the locus of collection and
administration rather than according to what segment of the population is entitled to the proceeds. This
is an extremely important distinction, since taxes collected for schools by either local or state agencies are,
legally, state taxes.

School taxes are state taxes even though they may have been levied by the local district or municipal
authorities:
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When-a municipal body, or a county, or a school district levies taxes for school purposes, the tax so

levied is a Statc 2nd not a municipal, county or district tax, although it may be levied and collected

by “aunicipal or county or district officers. The fact that the tax is levied and collected for the State

by t}zci,oa)gcncics of the State appointed for that purpose does not deprive it of its character as a state

tax. :

Furthermove, school board members arc officers of the state and not local officials. The Illinois Consti-
tution specifically excludes school boards from the category of “local govemments.” In legal as opposed to
administrative ternis, the revenues for education in Illinois should therefore be classified as follows:

Federal : $ 1372
State (including locally collected funds)....... 2,644.4
The notion that locally collected revenues “belong” to the locality is a fiction which is, however, sancti-

fied by the majority of the population, including most school finance cxperts. Furthermore, like most similar
fictions, is serves a very important purpose.

The “Fiction” of Local Support

The fiction that schools arc supported, in large part, by local revenues has arisen in response to a num-
ber of pressures. This section will describe two favorable results of this “fiction” as well as onc unfavorable
result which has led the courts to declare the present systen of financing education to be unconstitutional.

(1) Of particular importance is the fact that an cducational system financed in large part by “local
funds” permits an approximation to the “benefit theory of taxation.” To some degree, local residents are
able to sclect, through processes of collective choice, a level of support for education which they find desir-
able. Furthermore, prospective home owners may make their choice of residence contingent upon the bene-
fits they will receive (in terms of public services—especially education) and the taxes they will pay.

Educational government is thus kept closc to the people, who are able to cxert an influence on the
quality and nature of the educational program, as well as on the level of taxes they will pay. This respon-
siveness of the educational system to consumer demand is, of coursec more cvident in communities whose
inhabitants are well educated and have relatively high incomes than in districts with ill-defined aspirations
and limited resources.

(2) The fiction- of local support permits fiscal and educational flexibility. In fact, the system per-
mits inequalities n expenditure levels without seeming to sacrifice the principle of equity in the use of
state funds. Consider the following instances:

1. Urbarcrural expenditure differences (corresponding in part to differences in costs of living) are
permitted. There is no clear relationship between these differences in expenditure level and the quality
of services which are provided.

2. Formulae have been devcloped which permit differences in expenditure between students at the
elementary and secondary levels. These formulae correspond to differences in actual practice, and not
to any explicit educational theory.

3. Differences in expenditure levels are permitted betwcen communities which choose an academic
type of curriculum, and others which choose a curriculum which includes a large component of voca-
tional training, “

4. The fiction of local support permits the state, in effect, to purchase services from school districts
through categorical grants for the education of exceptional children, for state-defined purposes such as
driver cducation and vocational cducation, and for special programs designed for urban children. These
grants act as safety valves for certain kinds of demands which may not be in high demand at the
local level.

In short, a large number of accommodations have grown up, in order that the educational system of
the state may be adapted to the changing needs of our society. These accommodations are reflected in
state financial support systems which tend to be exceedingly complex. Tn spite of this complexity, however,
(and to some degree, because of it) educational finance remains one of the major areas of public con-
troversy.

Expenditures for education, under the present system, correlate closcly with local property value per
pupil. (11) Hence, the desire to maintain a flexible system, and to preserve some aspects of a “benefit
theory” form of tax support for education has resulted in a System where state moncy is dvailable differ-
entially, according to local taxpaying ability. (12) It is not surprising, thercfore, that the courts have 1uled
the present system of educational finance to be unconstitutional.
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Power Equalizing

We have shown that schools are financed on the basis of the “fiction” that money raised locally for
the support of education “belongs” to the local community. One result of thus fiction is that nore state
money is available for tducating children who, by and large, have many advantages at home, and less state
money is available for the cducation of those who start life at a disadvantage. The courts may or may not
rule this situation to be unconstitutional. However the_courts may rule, the preservatin of this fiction
by knowledgeable people violates the fundamental principle of equity.

One possible solution to the problem is based in part on arguments presented by Coons, Clune and
Sugarman. (13) The so-called power equalizing formula deserves serious consideration because it would
remove the corrclation between local wealth and expenditures, and at the same time preserve in part the
“benefit theory” of *axation. This procedure would preserve flexibility in local expenditures, and would make
it easier for expenditures to be related to educational “needs.”

Apart from any possible negative attitude of the courts to this altemnative, it has a major flaw. n land-
mark in the expansion of educational opportunity was the passige ¢ compulsory attcridance Jaws, which
determined that the state, not the parent should be the: judge as to whether a child should be educated.
Applying this same principle, the state should be in a position to guarantee “the cducational devclopment
of all persons to the limits of their capacities.” In other words, a child’s opportunities should be determined
by the aspiration level of the state as a whole, not the aspirations of persons in a given community. A
reasonable implication should be that a child’s opportunitics should be enhanced where his parents have
high expectations for him and where the community as a whole places a high value on education, but
should not be limited (and certainly not by state law) where parental and community aspirations are poorly
developed and where resources are minimal.

Full State Funding

Full state funding should be distinguished from the broader concept of full state financing since apart
from relatively small amounts of federal money, schools are in fact financed by the state. The state has
established quasi-govemmental agencies called school di*tricts and has provided them with tax-collecting
power, in order to permit a flexible system which is responsive to local “needs.”

Ful' tate funding, as we define it, would require the state to assume explicit responsibility for the col-
lection 0. revenues, and for the distribution of these revenues to school districts according to a state-defined
system of goals and priorities. Such a system would be able to address itself cffectively to problems of
equity. On the other hand, it would be more difficult under fu" funding than under the present system
to preserve flexibility and to maintain the appearance of a “benc t *hcory” system of local taxation.

Two altematives are presented. The first catlines a procedure i smplementing full state funding on
a more or less conventional basis. The sccond, much less conventional, calls for a major revision of our
thinking about schos] finance. In both cases, revenue decisions must be separated from distribution pro-
cedures. In fact, full funding spzaks to the latter, and is neutral with respect to sou ces of 1evenue.

Altemqtive 1

This alternative proposes setting a level of support for all schools in the state and, ove: a period of
several years, making revenues available up to- this level. It also implies sctting a ceiling on expenditure
levels above the basic level so that, in time, expenditures will be essentially equalized.

A procedure must be devised to permit adapting expenditure lcvels to the numbers of children in a
district who require an educational program more expensive than that provided to the average child in the
district. In New Yorx this problem is solved, in part, through the intermediate districts which provide a
large part of the vocational and special education for the state.

In Illinois this problem might possibly be solved by “weighting” the ADA according to e appro-
priate cost factors, or throught the use of categorical grants. Thesc costs arc excluded from the analysis, since
there are strong arguments for permitting this aspect of resource allocation to be determined loc: ly.

It is important, in implementing this procedure, to distinguish between actual cost differentials and
optimal differentials. For cxample, while it is realistic, under present cost conditions, to provide more
money for the education of a high school child than an elementary school child, this weighting may (it-
reality) be undesirable. In fact, it might be much more efficient io provide the most intensive (and expen-
sive) education in the primary grades, and to decrease the cost year by year beycud this Jexel. This is an
important issue which canno! be disregarded by students of educational policy.
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In implementing the pronnsal, the following requirements must be met:

(1) Through an appropriate mix of revenues, the state must obtain sufficient funds to support edu-
cation at a defined fiscal levll. It is proposed that this revenue mix include a statewide property tax.

(2) The financial definition of the program level'is as follows:
a. A minimum level, approximately equa! to the 80 percentile of current expenditures, is defined.
b. Expenditure levels now above this amount are to be frozen.

c. Expenditure 1. vels now below this amount are to be raised over a three-vear period in equal an-
nual amounts until this level is reached.

Assumptions

The specific proposal is based on a set of assumptions. The recise figures used will change as the as-
sumptions are.refined.

(1) Tt is assumed that the enrollment at year 0 (the time of initial implementation) is 2.4 million

students. It is also assumed that the enrollment remains unchanged during the period of implemen-
tation.

(2) It is assumed that total experdi‘ures at year 0 are $2,220 million.

- (3) Hence at vear 0 the mean expenditure per unweighte® student is $1170.
(4) .t is assumed that the 80th percentile of expenditur seighted student is $1400.
(5) It is assumed that the mean expenditure for the r <ng 20% of students is $1609.

" (6) Finally 1t is assumed that the total assessed valuation in the state in vear 0 is S50 billion, and-

this amount increases by 5% each year.

The cost of implementing the program in year 3 (that is, raising expenditures now below S1400 to that
amount and freezing expenditures above this amount) is $3.456 billion. The annual additional revenues re-
quired will be $212 million each year for three years.

The necessary tax ratio is 3.32 per $100 of assessed valuation for total (elementary plus secondary) en-
rollment. While this will represent an increase for many taxpayers, it should be remenubersd that this rate
is to be frozen and that additional needed revenues are to be obtained from more elastic sources.

Table 2
Distribution of Cost in Implementing Proposed Plan

State General Revennes  Revenue Required State .
(including Federai from State Property
Year Revenue Sharing) Property Tax Tax Rate Total
| R $1,160 million 1,660 $3.32 2.820
Lo 1,289 1,743 3.32 3,032
2o 1414 1,830 3.32 3,246
3 eereerieem 1,535 1,921 3.32 3.456

e i

Note:

1. To be effective, this finance system should be accompanied by a reorganization of school districts.
In particular, the state should be organized into unit districts. When' this is done, the problem of weight-
ing by educational level, would largely disappear, since school districts could then take the responsibility
ford devising appropriate systems for allocating resources among primary, intermediate and secondary
students.

2. 'The proposal will no doubt be criticized on the grounds that high expenditure districts are penal-
ized through a freezing of their expenditure levels. The question becoru.. one of priorities. In a period
in which some districts can barely provide sufficient funds to offer a .ninimal educational program, should
state funds (including the proceeds from the “local” property tax) be used to raise already high expen-
ditures in the weslthy suburbs?

3. The proposal las the clear advantage of permitting a state-wide freeze on property tax levels.

4. A serious criticism is whether it would be an efficient use of resources to raise expenditures to the
$1,400 level throughout the state. In some cases where, through wise decisions, the additional funds are
used to permit excellent programs to be provided in all parts of the state, the question may be answered
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in the affirmative. However, there may be cases where additional resources would be used to increase the
costs of a clearly inferior program. This reservation will take us to Alternative 2.

5. In general the effect will be to provide a gradual shift from less elastic to more elastic sources of
revenue for education. -

6. Would this proposal lead to the disappearance of local control over schools? To the degree that
local control exists and that it results in part at least from *he ability of cach community to make revenue
and expenditure districts, there may be some shift in decision-making to the state level. In the less wealthy
districts, howevey, an increase in revenue would probably permit more rather than fewer degrees of freedom
in making educational decisions. ) :

In a recent article, Nyquist listed areas in which communities are likelv to desire local control. Giver.
an adequate amount of resources, only the last cne of these arcas . ontingent upon the ability of the local
scnool board to raise taxes. (14)

(a) The hiring, removal and assignment of persennel.

(b) The setting of goais in terms of local needs, but with recognition of the relationship of those goals

to the broader needs and interests of the state and nation.

(c) The detern.ination of the content and sequencing of curriculum within a framework of state mini-

mum requirements.

(d) The selection of instructional materials.

(e) The assignment of individual students to cumcula and classrooms, subject again to some state

minimum requirements,

{£) The establishment of attendance zones and cnrollment policies, again within the requirements

for racial integration estaplished by the courts, the federal govemment and some states.

(g) The establishment of stendards for promotion and graduation.
(h) Control of physical plant.

(i) The right to engage in collective negotiations, and the determination of employee compensa- )

tion, including collateral perquisites.

(;) ‘The establishment of examining and evaluation procedures and instruments.

(k) The direction of transportation services and purchasing policies.

(1) Longrange planning and the encouragement of increased citizen participation.

(m) The division of expenditures, as between personnel, materials and equipment, management and
other puiposes, subject to the meeting of performance goals.

(n) Final decision on budget with no requirement for prior approval from the .tate. The state’s re-
sponsibility would be carried out through the usual post-audit procedures and new accountability
requirements. A local vote on the budget is an additional pcssibility as a way to maintain com-
munity involvement and interesc (although that subject is not without controversy).

& 1

(Note: Tt is not self-evident that “a” throngh “m” are contingent upon “n” as long as adequate financing
is provided.) - ’

Many persons, including the author of this section, will be concerned with the obvious rigidity of a
system which is based on fixed expenditures per pupil, without taking into account the many regional, cul-
tural, and socio-economic factors which, for good or bad, are imbedded in the present system. For_this
reason, an alternative approach is proposed. This approach, like ihe one just mentioned, would be difficult
to implement without a considerable measure of school district reorganization.

Alternative 2
1. Tt is proposed that legislation be introduced to redistrict the State of Illinois into not more than
100 unit school districts.

2. In each school district the administration and the board should develop a master plan of the edu-
cational needs of its students.

3. The master plan will also provide a statement of the organization and staffing needed, over a five:

year period, for the implementation of its plans.

4. Through a uniform program budgeting system, the plan will be translated into financial require-
ments. The state will provide all the funds required to implement the plan.

5. Fiscal constraints, corresponding roughly to those described in Alternative 1, shall apply. The rev-
enue system will be similar to that described in Alternative 1. In moving from present expenditure levels




*c a higher level, however, a budgeting expianation would be required. Thus, this altemative would result in
differences in expenditures according to the needs of each district: Regioral and cost differences could
readily be included in this altemative. However, the present procedute of attempting to develop formulae
to correspond to complex economic differences throughout the state would be avoided. At the same time,
overall state plans could be used to keep expenditures within a given total figure. .

6. Given an efficient procedure for implementing this plan, the result could be a planned improve-
ment of educational offerings throughout the statc. Simultaneously, the system would preserve excellence
where it now exists.
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CHAPTER SIX
PLANS FOR CAPITAL FINANCING

Introduction

After salaries, capital outlay represents the next largest single category of expenditures for elemen-
tary and sccondary cducation. In 1970-71 totul expenditures for site acquisition, new buildings and
improvements totrled $196.2 million in addition to 3409 million in expenditures for new and replace-
ment cquipment. Approximately two-thirds of the fixed assets acquited in 197071 were paid for from
borrowed moneys. Long-term debt in the form of local bond issucs has resulted in bond interest and
service charges that in recent years have amounted to slightly over $50° million annually. Thus, the
actual costs of construction (or reconstruction) and the costs of debt service are the two primary com-
ponents to be considered in capital financing.

The equity, cfficiency and neutrality criteria used in judging general statc aid distribution systems
also apply to capital financing. The finance program alternatives described in succeeding sections were
evaluated in terms of the following criteria:

Equity

1. The system should reduce the variance in expenditure per pupil for capital facilities. This can
be accomplished by leveling up the expenditures of the poorer districts by providing propor-
tionately more roney to the poorer school districts. District wealth may be defined in terms
of assesscd valuation per pupil and in per capita income in the district (or both). These "
two measures of wealth relate to bonding capacity and debt servicing ability respectively.

2. The system should reduce the varance in tax effort.

3. The system should reduce the disparity between cxpenditure levels obtained for a given tax
effort. Poorer districts frequently exert considerable effort resulting in high tax rates to construct
barely adequzte facilities or, despits their efforts, find themselves unable to reduce the substan-
tial backlog of renovation needs.

4. The system should provide for partial control over local leeway. If quality cducational facil-
ities are to be provided for all, extreme variance in expenditurc per pupil for capital facilities
must be reduced.

The system should grovide for a greater percentage of ‘state~funds and a lower percentage of
local funds expended for capital purposes. Since the State of Illinois ‘does verr “ittle capital
facilities financing, the great vanation in local district wealth has produced considerable in-
cquities. .

V4]
‘

Efficiency

1. The system should allocate funds to districts with the greacest educational needs and the least capacity
to provide financing. Financing priorities should be based on (a) the nced for additional class-
room space, and (b) depletion of local taxing and bonding capacity. Serious capital facilities
problems occur where the population growth™ has exceeded the ability to provide classroom space.

2. The system should.not perpetuate districts which are too small to be economically cfficient, nor
should it encomage growt* beyond economies of scale.

3. The system should encomage the optimum allocation of resources to provide maximum facil-
ifies to house locally determined educational programs.

4. The system shouldbe easily understood and should provide incentives for continuous plan-
ning and maintenance of an adequate school plant.

5. The total costs of the system must be fiscally feasible and reasonable on a statewide basis.

_ In genenal the larger the State’s share in capital facility financing the more equalization of cxpend
itures and effort there will be. The criteria that payment for a building should be spread over it-
early useful life and that future users and/or -beneficiaries should share in payment {or the facility
have been sut;xct to continuing debate. A hasic assumption in the devclopment of altemnatives was
the concept that therc should be local responsibility for educational decision-making with state edu-
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cational agency oterview and review. The intent is to devisc a process and structure for systematic
facility and fiscal planning that will focus on administrative cfficicncy and flexibility and provide max-
imum cquity for school districts and taxpayers.

Sources of Funds

The deliberations of this committec werc focused more on the devclopment of distribucon sys-
tem than on determining revenues sources. Current appropriations and borrowing are the primary means
for obtaining funds.

There is gencral agrcement that the common school fund should have first demand on current ap-
propriations. Pay-as-vou-go appropriations for capital assistance financing undoubtedly would require
an increasc in income and sales taxes-or a s..tewide property tax. If conversion were made to a state-
wide property tax to generate current revenues for pav-as-vou-go financing there would be fewer tax dol-
lars nceded ultimately becausc intérést costs would be climinated. The State’s fiscal pictuse for 1973-74
shows potential improvement and increased camyover balances.

—

However, since fiscal resources are scarce they must be parcelled out on a priority basis. Heavy
capital cxpenditures from curent appropriations on a pay-as-vou-go basis might preclude the oppor-
tunity to usc those moneys for other. worthy purposes. Furthermore, with continued inflation, interest
and debt retirement pavments are made with “cheaper” dollars as they come due further into the future.
The future costs of current borrowing are thus reduced.

If the State’s revenue flow situation does not permit current appropriations for state capital assist-
ance, then longer term borrowing would be required.

The costs of a statewide capital assistance program could be spread over a number of years. Under
2 longterm bonded indcbtedness plan the reduced annual costs (versus pay-as-vou-gc costs) would likely
permit a larger ovenall investment in improved facilities initially and with less hindrance to other cur-
rent spending programs. Amortization of facility costs over 20 or 30 vears is justified on the grounds

that future users share in paying for the facilities while they share in the benefits.

Here again the bond r.arket can constrain dramatic increases in revenue. The State is already
com:nitted to several programs requiring the issuance of substantial amounts of general obligation bonds
in ihe next four vears. It appears possible to finance school construction through the usc of the state
general obligation bonds in amounts up to $2060 million annually without requiring the State to go to
the market too frequently. The benefits in vtilizing the State’s general obligation bonds are that the
state has a higher credit rating, borrows at a lower ratc of intcrest, and® acliicves morc efficient market-
ing of larger blocks of bonds. Federal revenue sharing to county and municipal govemments should
reduce the demands for long term -financing b, local governmental agencies which in the past have
competed with school districts for debt financing.

If local school districts are to retain long term bond financing as a way of doing business, then the
legal constraints on bonded indebtedness. should be reduced to provide for sound debt management. The
term or matunty limit on school district bonds should be amended from 20 years to 30 ycars to better
reflect the life of the buildings and tc take into account market conditions. Similarly, interest rate limits
should be amended to permit a floating rate of interest. .\dditionally, a state agency should provide as-
sistance to school districts in marketing school bond issues which would pool local debt issves to ot
tain a favorable market position. Local districts with -small ‘esues, low ratings, and lack of marketing
experilencc cither pay too high a price (intcrest cost) for capit.. outlay financing or find it denied to them
entirely.

Tangéntial Problems

Basically the altematives proposed herein arc to provide funds for housing educational programs
which will meet local needs. At the same time, however, the Statc has a pnmary responsibility for
setting school facilitics standards. School district reorganization problems- are acute. If the financing
systern is not to perpetuate districts of too small size, then at what level should aid to districts be
terminated? As of the Fall of 1972 there were 1084 operating school districts in Illinois. Of these
operating districts, 249 or 229% had enrollments of less than 300 pupils (200 elementary school dis-
tricts, 44 secondary, and 5 unit school districts). A total of 630 districts (58.1%) had pupil enrollments
of less than 1,000. Even if school district rcorganization is not mandated, the investment of capital facil-
ities moneys in varous districts should be:-coordinated by a county or regional plan that would tend to
preclude overlapping school service areas, inefficient size schools, and iilogical school location.

There is a crtical shortage of factual information on which to base classroom demand factors. In
the past OSPI has not been charged with providing detailed information on the character and quality
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of the cxisting school plant across the State. Objective and appropriate space, site, environmental and
material standards for constructionand rchabilitation do not exist as yardsticks against which to meas-
urc the adequacy of cxisting schoolhouses. A complete, up-to-C..c and accurate schoolhouse inventory
does not now cxist for the State of Illinois; therefore, there is no data base on which to project re-
novation and replacement nceds. The demand for new classrooms is similarly unavailable and can only
be estimated on the basis of expected regional and district growth pattems.

It is hcped that an outcome of this study will be that objective methods for determining need
based on cducational requircments will be developed. One approach is to develop standards for “ap-
proved project costs” based on the number of pupils to be housed and the programs. to be accommo-
dated. Standardized space and facility rcquirements for both pupils and programs can be devcloped.
Standards developed by the former School Building Commission woul® provide a starting point for
developing such guides.

A fiscally sound capital assistance finance program would include the development and mainte-
nance of appropriate data bases to motitor such things as projected demands for classrooms, both new
and renovated; to develop regional cost-of-construction indices; and to monitor carcfully the economic
cficcts of capital financing that reduces tax differentials which might influence decisions for locating
residential housing. The program should provide for fiscal accountability including safeguards so that
moneys authorized for school construction and debt service cannot be diverted to other purposes. Al-
though the program should be responsive to changing cconomic and sociological conditions, there is
a need for long-range planning for stable aid predictable construciion and financing of schuol facilitics.

Present Support

The provision and financing of public school buildings and facilities in Illinois is almost exclu-
sively 2 local school district responsibility. Relativelv impoverished districts which are at their legal
bonding limit arc assisted by the Iilinois Capital Development Board. This agency assumed the role
of the former School Building Cemmission.

The principal sources of school building funds arc local general obligation bond issues and the
local Operations, Building, and Maintenance Fund Additionally, the State grants moncys to the Capital
Ecvc}opmcnt Board for building schools and provides funds for the construction of special education
£ Tities.

The existing support programn is summarized in this scction. More detailed coverage is presented
in the paper “Status of Capital Assistance Financing for the Illinois Public Schools” published in
Volume III of the Occasional Papers of the Advisory Committce. (1)

Local Provisions

In 1970-71, capital outlay financing undertaken through the Building Fund (now Ofzrations, Build-
ing and Maintenance Fund) was $69,939,499 and bond issuc procecds cxpended from the Site and Con-
struction Fund amounted to S$126,297,313. Thus, 35.6 percent of the S196,236,812 in cxpenditures for
site acquisition, new bur  .gs, and improvements was cha._ d to the Building Fund and 64.4 percent was
charged to the Site a.a Construction Fund. Minor expenditures also werc made for capital outlay
and .charged to the Capital Improvement Fund.

Additionally, $40,906,514 in capital equipment and replacement cquipment expenditures were charged
to the Educational, Building, and Sitc and Construction Funds. The initial complement of cquip-
ment is appropr. cly included in expenditures charged to the Site and Construction Fund.

Bond Issues

Each school district has complete responsibility for the initiation of bond issues and State approval
is not nccessary. The issucs must be approved at a special clection by a majority of the qualified clec-
torate who participate. School bonds may be issued for capital outlay not to excced six percent of
the equalized assessed valuation of an clementary district (K-8) or a high school district (9-12). A
Grade K-1Z district’s debt limit is the composite of the dual limits or 12 percent of cqualized local as-
sessed valuation. A district with voter approval may cxcced the above debt limitation for building facil-
ities by borrowing funds through the Illinois Capital Development Board.

Only serial bonds may be issued for a..maximum period of 20 years with a2 maximum permissible
interest ratc of six percent.
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Debt Service

In 1970-71, the total debt service amounted to $172,318,488. This was composed of bond prin-
cipal retirements of $120,779,732 and $51,538,756 bond interest and service charges. paid through a levy
of the amount needed for the Bond and Interest Fund.

Operations, Building and Maintenance Fund

School districts iaintaining Grades K-12 may cstablish a cumulative building fund within the Tegal
limit of .75 percent tax rate per dollar of ¢qualized assessed valuation. This must be done with the ap-
proval of the voters. Accumulation of funds by this method cannot cxceed the debt limits stated above.
Expenditures- fc . purchase of a building site and additions to existing structures may be made from
the Operations, Building and Maintenance Fund without voter approval.

There has been gradually increasing reliance on this type of pay-as-you-go financing versus long-
term_indebtedness. Increasingly larger proportions of total expenditures are charged to the Operations,
Building, and Maintenance Fund than to the Site and Construction Fund.

State Provisions

Although the Illinois. support program has provided only nominal aid for facilitics construction in
the past, the volume of support is increasing.

State Grants

A minor grant program for special education facilities was established in 1967. Dual" districts mnst
levy -a-.02-percent qualifying tax rate and unit districts .04 percent for a special education. building + u
and the State allocates S1,000 per professional special education employee to be used for building pur-
poses. During Fiscal Year 1973, $6,500,000 was appropriated for such purposes.

School districts upon approvel of their special education facilities project are provided the S$I,000
per_professional worker per annum to be accumulated together with the special educ ion facility levy
until sufficient moneys are on hand to complete the construction project. Such moneys can accruc
for nc more than eight years.

State Loans

The Capital Development Board has relied on State appropriations to a fund for loans to districts
that have reduced their bonding power to less than $5,000. The State loans are interest free and are
repaid at the rate of s -ercent per year, or in 16 and % years. Local school bonds are authorized to
levy a special tax suffic. o provide rental payments. The levy to authorize the project and the rental
payments must be approv. .~ a majority of those voting in a referendum. Title to the facility remains
in the name of the State ¢ ‘inois until’ the entirc project cost is repaid by rent paymenis. Over 150
school buildings have been cumpleted for Illinois school districts participating in the rental program
since its inception in 1958. The 1972-73 appropriation to the <apital Development Board (then the
School Building Commissionm) amounted to $58,115,400. The State is now empowered to appropriate
general obligation bond funds to the Capital Development Board.

The Capital Devclopment Board program has provided a stopgap means of giving relief to dis-
tressed districts, but should not be considered an adequate capital assistance plan.

Federal Support

A few districts benefit from facilities aid programs granted to federally impacted areas under Pub-
lic Law 815. In 1970-1971, a total of $550,120 for capital outlay purposes was expended -in Illinois
under Public Law "815. Additionally, vocational education capital outlay from the Federal Govemment
disbursed through OSPI amounted to $3,0600,000 in 1970-1971.

Extent of Need

The major concern for physical facilities in recent years has been to house an ever increasing num-
ber of pupils. Some areas in Illinois, due to population mobility, will continuc to iace problems of
increasing enrollment. Overall, however, the stabilizing of pupil population growth provides the State
with a breathing spell in which to reorder its priorities. Therc js a potentially great demand for replace-
ment of physically and educationally obsoléte facilities.
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Areas of declining enrollments in the traditional 5-17 age groups may find any surplus classroom
space taken over by early childhood programs if the trend for earlier enrollment continues through the
decade.

Population age composition and growth patterns, even taking into account reduced birth rates and smaller
family size, signal a resurgence in the elementary school population after 1982. At that time additional
classroom space (over and above what now exists) will likely be needed as a new wave of school age
children begins cresting through the grades. Careful monitoring of pupil population projections and an
accurate s:hoolhouse inventory should make it possible for the State to anticipate classroom supply and
demand factors and plan accordingly. ' .

Since an accurate assessment of need based on pupil population projections and. a space inventorv
is not available we must rely on extrapolations of historical trends. One such guid¢ is the pattern ¢
spending between capital outlay expenditures and total public school operating expenditures.

Table 8 in the paper on the “Status of Capital Assistance Financing for the Illinois Public Schools”
- (2) summarizes a number of years’ actual expenditures and projects tht 2 over an additional five year
‘ period.

These data show that if total operating expenditures continue to rise at the same rate (10.6 per-
cent) as they have since 1950-51, and the ratio between «apital outlay and operating expenditures re-
mains constant at the recent five-year average of 13.3 percent than total capital outlay in 1973-74 is es-
timated to exceed $397 million and will rise to $486 million by 1975-76.

Many school finance authorities believe that the $240 million or so, presently spent statewide for
essential new and additional classrooms, should be doubled until the backlog of replacement and reno-
vation is overcome. Until an accurate assessment based on a district-by-district survey is available, the
reasonable prediction is that facilities outlays will be in the neighborhood of $400-450 million annu-
ally by 1975 if our expenditures patterns are not changed.

’ The existing volume of school construction in Illinois may not be a good_indicator of the need
for new facilities. More likely, the amount of new capital outlay is 2 measure of taxpaying capacity, will-
ingness and the cost and availability of long-term credit. The needs and wants are also reflected in
the success/failure ratios of bond referenda attempted. According to a report prepared by the Illinois

Bureau of the Budget, “Thirty-four percent of [INinois] school bond referenda were defeated in the
1970-71 school year.” (3) .

. An indirect measure of need for replacement and reno: .ton of school facilities can be gained by
inspecting the available data on the age of existing school buildings. :

. An examination of a recent summary on Ilinois school buildings shows that 41% of the buildings
in this state were constructed prior to 1940 and 399, of them since that date. However, construction -

- dates were not shown for 20 percent of the buildings, s0 exact numbers and percentages are not yet
available. The following is the tabulation made from the existing data. '

Table 1.
Comparative Data on Age of Schools

Numberof  Percentage of

Schools the Total

Constructed before 1940...... 1,974 414

Constructed since 1940......_.. 1,861 390

Construction dates not known 933 19.6

e 4,768 100.0

A complete summary, by counties, is shown in Table 2. An examination of that table, though
not yet complete, illustrates the effort, avility, and need of each of the districts within the state.
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Table 2
. Status Report on Illinois School Buildings
(As of April 1, 1972)
Number of Number of Number of
Buildings Buildings Buildings with
Built Before Built Since No Construction
County 1940 1940- - -Dates Shown Total
Adams .. 20 10 2 32
Alexander ... 2 5 2 9
Bond v 4 3 2 9
Boone .. 6 5 1 12
Brown: v 4 1 0 5
Burea e 23 10 2 35
Calhoun ....... R 4 3 1 8
Carroll e 9 4 0 13
LOF: 11 8 1 1 10
Champaign .......... 35 32 8 75
Christian oo, 16 8 Y 26
Clark e 9 5 2 16
Clay .o 7 8 1 16
Clinton e 12 10 3 25
ColeS . 10 11 7 28
CooK e 464 430 425 1,319 o
Crawford ............ 8 1 14
Cumberland ........ 1 3 1 5
DeKalb oo 23 22 2 47
DeWitt oo, 9 4 4 17
Douglas .. 9 3 2 14
DuPage ... 55 133 38 226
Edgar ... 7 13 2 22
Edwards 4 1 0 5
Effingham 12 10 2 24
Fayette ..., 5 11 1 17
Ford .o 10 3 1 14
Franklin oo, 16 14 3 33
Fultont .eeeeeeeeee. 25 11 14 50
N (€5117141 [—— 4 2 0 6
Greene oo, 10 2 0 12
(€ ((111< | — 9 16 2 27
Hamilton ... 4 5 0 9
Hancock oo, 19 9 3 31
Hardin ... - 2 5 0 7
Henderson ........... 5 3 1 9
Henry . 14, 20 5 39
Iroquois .coreeeee.. 16 13 5 34
Jackson .. ..oo..... 16 20 2 38
Jasper . 5 4 2 11
Jefterson ... 12 12 3 27
Jersey e 4 4 1 9
Jo Daviess ............. 5 7 1 13
Johnson ... 4 4 1 9
Kane oo, 41 61 21 123
Kankakee ... 22 19 9 50
a Kendall ..ccoceeeeee. 1 11 5 - 17
; | 4373 14 “ 7 19 40
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Number of Number of Number of
Buildings Buildings Buildings with
Built Before Built Since No Construction

County 1940 1940 Dates Shown Total

Lake e > 53 101 20 174

LaSalle ... 41 28 3 72

Lawrence ... 11 6 4 21

lee e 13 11 4 28

Livingston ............ 22 16 6 44

Logan ...ueeeee. 15 6 5 26

T Macon ......... 37 19 13 69
Macoupin 25 6 3 34

Madison .. ...e...... 55 45 32 132

Marion v 16 1 7 34

Marshall .............. 7 4 1 12

9.7 1107 S 12 7" 1 20

Massac ..ooeen.. 6 9 2 17

McDonough ........ 5 5 12 22

McHenry ....o.c..... 14 37 7 58

McLean ... 36 20 15 71

Menard .................. 6 4 1 11

Mercer ..eoenene 12 9 2 23

Monroe .................. 2 9 0 11

Montgomery ........ 18 10 3 31

Morgan ............... 15 5 4 24

Moultrie .......o....... 6 1 2 9

Ogle vrveevereccee 15 15 4 34

Peoria’ .eceeeeenene 45 40 13 98

Perty ..viee e 6 9 2 17

Piatt e 14 6 1 21

| 31 14 8 1 23

Pope ..o 0 2 1 3

U1FT) J S—— 6 3 3 12

Putnam .....connueeee.. 8 0 1 9

Randolph .......... 7 5 4 16

Richland ............ - 7 4 2 13

Rock Island ......... 32 35 8 75

St. Clair .. 59 56 14 129

Saline e 18 8 2 28

Sangamon ............. 17 13 47 77

Schuyler ................ 4 3 1 8

Scott e 4 0 1 5

Shelby e 10 8 3 21

Statk e 4 6 1 11

Stephenson .... ...... 11 12 5 28
Tazewell _........... 30 31 5 66

Union .oeeeeevecsveveaas 9 7 0 16

: Vermilion .............. 43 23 5 71
; Wabash 2 4 1 7
. Warren 7 4 8 19
Washington .......... 6 5 1 12

Wayne ..ooeeune 3 4 11 18

- White e 5 11 3 19

{ Whiteside ............. 16 32 3 51
' Wil e 34 59 17 110
' Williamson ............ 19 12 2 33
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Number of Number of Number of

Buildings Buildings Buildings with
Built Before Built Since No Construction

County =+ ~— 1940 1940 Dates Shown Total
Winnebago ......... 50 57 4 111
Woodford ........... 18 7 2 27
Totals ... 1,974 1,861 933 4,768

4] 4%, . 3909% - 19.6%

of the of the of the

total total total

Note: Chicago has 120 schools that were built hefore 1900, and 378 of jts 593 buildings wete built before 1940. ‘There are 131
downstate schools that were built before 1900.

Source: OSPI (Life Safety Reports)

_ The data shown in Tables 1 and 2 were taken from OSPI Work Progress Reports on Life Safety
Jrograms, dated April 1, 1972. Those reports, however, list all structures at an attendance center as a
single building when, in reality there are often several buildings comprising a school. Data based on
the latter concept are shown in Table 3. It would appear, from the examination of Tables 1-3, that
17 percent of the schools in the State are housed in more than one building.
- Table 3
Dates of Constnction of Illinois School Buildings
(Initizl Building Only — No Additions)
1971-72 -
~ Dates Number of Percent of
Buildings Total
Before 1870 eceneee 10 8
1870-1879.cm- s e e 17 .20
1880-1889....coommurcnremnrene S 63 1.12
1890-1899.....ouceururrsamsreinnne 182 3.26
1900-1909 277 475
1910-1919 438 1t
1920-1929 659 11.79
19301939 895 16.02
1940-1949..cc. oo 242 4.23
1950-1959 1,142 - 2044
1960-1969......ormmmrmemerneenmmsrenes 633 11.33
1970 and after.....cccccosemreemec. 96 1.72
Sub-total v 4,654 83.29
: No. of buildings for which
. : dates are not shown........ 934 16.71
g (el 5,588 100.00
Source: OSPI (Universe File)

) Unfortunately information on th physical and educational condition or quality of these 5,588
school buildings are data that have not been systematically gathered. The dates represent the date of
constmetion of the initial building. Some buildings may have three or four additions constructed over

i ' sev ecades. .
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We can speculate that the majority of the 549 buildings built prior to 1910 in Table 3 are candi-
dates for replacement or extensive renovation. The group of 1,097 buildings built between 1910 and 1929
represents 20% of the total buildings in use. Many of these 1,097 buildings in the middle age bracket
(44 to 63 vears of age) may be structurally sound, but frequently their service systems (lighting, heating
and ventilating) are inadequate. The educational effectiveness of the 40 year old and older buildings
which have not been renovated is questionable.

Much of the rise in expenditures for capital outlay is due to rising prices. The composite con-
struction cost index rose 48 percent between 1960 and 1970 (U.S. Department of Commerce Index). In
other, words, the $200 million expended in 1970 for sites, buildings, and improvements represents only
$135 million worth of facilities based on 1957-1959 average dollars.

Educational program trends will have substantial impact on school facility design over the next
decade. New programs in early childhood education and more extensive laboratory experiences are likely
to generate a demand for a particular type and number of classrooms. Other trends that have impli-
cations for facility planners and which may reduce capital outlays cre year-round school programs, mul-
tiple usage and joint occupancy of facilities, and the rapid development of systems buildings.

Alternative Programs

This section will out' . . capital assistance distribution systems that fall into categories approximately
parallel to those given 4n carlicr chapters of this report: foundation level support, equal support for
equal effort, full statewide equalization. Each of thesc plans had advantages and disadvantages, many
of which apply to the alternatives given below. Each capital assistance plan is evaluated in terms of
the criteria specified at the beginning of this chapter. i

The emphasis of these alternatives is on gaining a greater degree of equity, but only toward the
end that quality educational facilities are provided for all Illinois school districts. ‘The incidence of spe-
cial pupil needs should be matched. by relatively diverse programs. School districts have differing facil-
ities needs to house such dissimilar programs. Site and construction costs also differ in various part of
the state. Equal dollar allocations, therefore, in view of these variables may result in new inequities.

The first two proposals, Variable Grant Based on Recognized Project Cost and Variable Grant Based
on Recognized Debt Service Requirements, should be considered companion recommendations to achieve
a reasonable level of support. The second altemative, Equal Support for Equal Effort stands alone, as
does the fina® alternative, Full Statewidé Equalization.

The cyerating details included with these alternatives are fiot necesearily linked to a specific plan.
A cumbination of appropriate guides may be more logical in some respects than to consider each set
mutually exclusive. Detailed administrative guidelines must be determined and made public by the agen-
cis charged with administering the finance progrars.

Variable Grant Based on Recoghized Project‘ Cost

. This faancing proposal is an adaptation of the Strayer-Haig m. .l and provides State grants vary-
ing in* ersely with local ability to pay. The State would provide financial assistance to school districts for
new consteuction, renovation, and reconstruction.

Needs Measures

Grants would be allocated on a priority basis to serve first those districts which have the grea*est
need. This would be determined by: a) the ratio of inadequately housed pupils to the total district
eriollment; b) the projected ratio of inadequately housed (or w.housed) pupils: c¢) the district’s insuffi-
cient bonding capacity to provide funds for facilities construction; and d) the date of passage of the
local bond referendum where applicable.

A Recognized Project Cost of each specific construction project would be computed by a uniformly
applicable formula utilizing the number of pupils to be housed. The Recognized Project Cost would
not exceed the total cost of the project including the costs of the site, site improvements, construction,
equipment, and related items.

Sources of Furids

The local share could be from current revenues, fund accumulations, and/or bond proceeds.
The State grant share could be from current appropriations or from funds derived from the issuance
of general obligation bonds.
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Grant Amounts

The amount of the grant would be based on an amount not to exceed the Recognized Project Cost
less a uniform local tax effort. This tax effort should be determined so that an. average wealth district
could obtain a grant equal to 50% of the Recognized Project Cost from the State. The State grant
could vary from 80% for unit districts with an equalized assessed valuation per pupil less than or equal
to $10,000 to 20% for districts with an equalized assessed valuation per pupil equal to $40,000. Similar
effort and assessed valuation equalization points would be established for dual districts.

Operating Guides

1. Funds made available through this.program would be used only for construction projects speci-
fically approved by OSPI and the Capital Development Board based on jointly and cooperatively pro-
mulgated standards and guidelines.

2. The local school district would prepare (a) educational specifi:ations based on its educational
program, (b) a district master plan specifying facilities needs, and (c) a fiscal plan.

3. The OSPI would use the above documents and objective criteria to determine the project pri-
ority, to assess needs, and to coordinate facility planning on a regional basis. Approval of projects would
be contingent upon the applicant district being of sufficient size {500 pupils and over) and adequately
organized to cawry out efficiently an adequate educational progr School districts with fewer than 500
pupils would not participate except as a project could -demonstrably promote consolidation and unifica-
tion as an integral part of a regional plan. Higher priority would be assigned to planned facilities proj- .
ects that resulted from logical consolidation and- unification of school districts.

4. Based on OSPI review and approval the Capital Development Board would determine the Rec-
ognized Project Cost on the basis of a predetermined formula using physical design, construction effective-
ness, and cost standards adjusted for area cost differentials.

5. The local district’s required fiscal plan would outline how the loc: =hare of the construction
project would be obtained, i.e., whether from the Operations, Building and ! .atenance Fund or from
the issuance of bonds. The local share would finance any additional costs over « ad above the Recognized
Project Cost.

6. Wuere the local share of a project requires the school district to issue bonds the project must
be presented to the voters for approval by referendum.

7. The Capital .Development Board would assume resi)onsibility for final approval of school con-
struction projects -and construction contracts and for disbursement of grants to districts according to fis-
cal plans involving State financial assistance, and supervision of construction.

8. The local school district would be responsible for executing the construction contract under
Capital Development Board supervision, and for making progress payments.

9. The local school district would be responsible for receiving the facility and making final pay-
ment.

o Advantagzs
1. The variable grant alternative would provide some equalization of local tax burdens with funds
allocated to those districts with recognized facility needs.

2. The established objective guidelines would provide a more efficient allocation of school resources
to encouragé “school district reorganizacion as quickly as possible, Similarly, the guides would foster
early land acquisition, the use of building systems, flexible space, and modular components.

3. Only recognized features of a specific construction project would be include in the computa-
tion of the Recognized Project Cost.

4. The variable level of state participation in the \Recognized Project Cost would foster equalization
of the tax burden in local school districts.

5. Grants would provide immediate support for the recognized portion of an approved project.

6. Local leeway possibilities would not necessarily be exhausted as a condition for participation
in this program.

7. Multiple approaches could be used in computing the Recognized Project Cost.

8. Multiple indices of ability could be used in computing the amount of the grant and the resid-
ual local share. -

9. By modifying the items used in computation of the Recognized Project Cost, OSPI would have
the opporturiity to encourage construction to house specific educational programs.
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Disadvantages

!. Inadequate budgetary appropriations might result in an ineffectivé level of State participation.

2. Participation would be limited to those school districts with current construction projects.

3. 'The' fiscal leeway of local school districts with limited fiscal resources might be virtually ex-
hausted as a condition fu. participation if State appropriaticas were inadequate. .
(Note: Districts which had made prior construction effort would receive assistance under the companion
recommendation which follows:)

Cost of Altemnative

The State’s share would represent 50% of Pecognized Project Costs for an avcrage wealth district.
Assuming that greater facility needs are skewed somewhat toward the poorer districts, it could be ex-
pected that first year costs of this proposal shifted to the State would be $144 million 150% of the
projected 1973 -expenditure of $240 million). (See summary in Table 4)

Variable Grant Based on Recognized Debt Service Requirements

)

_This proposal is for a variable State grant to provide financial assistance to school districts for debt
service, both principal and interest, for outstanding debt inc. «d prior to the date of enactment of this
proposed legislation. The grant amount would vary inversely with local ability to pay.

Needs Mieasures

Grants would be provided for debt service to -\l districts having outstanding bonded indebtedness.
The State would recognize a portion of the total debt service needs, say one-half. Average wealth districts
would receive a State grant equal to 50% of their recognized (one-half) debt service requirements.

Sources of Funds

The local ‘share would be from Bond and Interest Fund moneys.
The State share could be appropriations from either current or general obligation bond fands.

Grant Amounts

The amount of the grant for debt service would be based on a recognized (fixed) proportion of
a district’s annual debt service expenditures for indebiedness (not otherwise subject to State financial
assistance) less a uniform local tax effort. This tax effort should be determined so that an average
rvealth district could obtain a grant equal to 50% of the Recognized Debt Service Cost from the State.
The State grant could vary from 80% for unit districts with equalized assessed valuation per pupil less
than or equal to $10,000 to 20% for unit districts with an equalized assessed valuation per pupil equal
to or greater than $40,000. Comperable equalization points would be determined for dual districts.

Operating Guides
1. The grant for Recognized Debt Service would be computed on the basis of a predetermined
formula.
2. The local school district would develop a fiscal plan to meet the total cost of debt service

3. Gnants for Recognized Debt Service would be computed annually in accordance with a picde-
termined formula recognizing local taxpaying ability. The grants would be distributed annually to the
local school district which would be responsible for making the debt service payments.

Advantages

1. An obj~ctive equalizing formula would determine the respective share of local and state gov- -
ernments. '

Z. The vanudle level of grants for Recognized Debt Service would provide local property tax re-
lief.

3. Equalized debt service grants would provide a stabilizing effect on future local debt :ervice tax
rates.

4. Local leeway possibilities would not be exhausted as a condition for participation.
5. Multiple approaches could be uscd in the computation of ability to pay.
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6. Continued participation by the State in the debt service program would enhance the market-

ability of local school district bonds. \

Disadvantages

1. Inadequate budgetary appropriations might result in an ineffcctive level of State participation.
2. Participation would be limited to those school districts with debt service obligations.

3. State grants for debt service only could cause school districts to rely exclusively on borrowed
funds for financing facilities.

Cost.of Alternative

If the State recognized one half of the projected 1973 expenditures of approximately $150 million
for bond retirement and $50 million in bond interest paid by local school districts, the Recognized Debt
Service amount would be $100 million. Again assuming that bonded indebteciness servicing needs are
skewed toward the poorer districts the .State share might average 60% and would range from 20% to
80%. Thus, the cost of providing average wealth districts with a State grant equal to 50% of their
recognized debt service requirements would' be $60 million.

Equal Support for Equal Effort

This approach includes an incentive grant from the State varying inversely with local fiscal capacity,
but actual construction or debt service costs would establish the project amount to be shared. An estab-
lished formula based on the number of students inadequately housed and the local tax effort would
determine the State and local percentages of construction project costs to be shared. The amount of
debt service costs to be shared would be in proportion of the total outstanding debt incurred pror to
the enactment of this legislation to the bonding capacity of the district.

Needs Measures

Grants could be allocated on a priority basis to serve first those districts which have the greatest
need in terms of inadequately housed students or least available debt capacity Districts could generate
up to $250 per pupil unit (annually) by setting a capital facility tax rate effort $.50 on a power equal-
izing basis.

Sources of Funds

The local share could be from fund accumulations and/or procceds from local bond issues.
The State share could be either current appropriations or general obligation bond funds.

Grant Amounts -

The amount of State aid-would be determined by the level of local tax effort which would pro-
duce a variable equalization grant of a guaranteed amount—no more, no less. The grant amount would
be keyed to a district with $50,000 assessed valuation per pupil. At this level of wealth the $.50 tax rate
would produce $250 per pupil unit all from local sources. If the key district’s tax rate were reduced to

"$.40 the guarantee would decline to $200 per pupil unit, a $.30 rate would produce $i50, etc.

A district with $25,000 assessed valuation per pupil unit could set its effort level at $.40 and Ge
guaranteed a total grant per pupil of $200 ($l(ﬁ)e from local sources and a like amount from the State).
If the district felt a $.50 effort was necessary the loca! amount would be $i25 and the State would
provide a matching amount to total $250. Thus a $.01 increase in the tax rate would generate $5.00
in total grant moneys regardless of district wealth {2p to $50,000). Districts with wealth greater than
$50,000 per pupil would not be permitted to raise more than $250 per pupil for capital facility or debt
service purposes.  Under this equalization feature, all districts regardless of fiscal capacity .would have
comparable capital facilities funds for comparable effort — each district would have revenue producing
power equal to that of the key district.

Operating Guides

1. The local school district be required to submit a master facilities plan for the district to OSPI
for approval.

2. The local school district would assume respe sibility for development of educational specifica-
tions and specific plans for a needed facility. These ylanned facilities would have to be in accord with
the approved master plan and OSPI standards.
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Participation in this financing program would be subject to the conditions specified under operating
guide #3, page 205.

The project would be subject to voter approval by referendum where the scope of the project re-
quires. the school district to issue bonds. The annual grant amount would be used to- service such long-
term indebtedness.

3. The district would prepare a grant application including estimates of project costs, the project
plans, and a fiscal plan. CDB would review and approve the project if design, construction, and cost
estimates met established standards for comparable facilities.

4. The local school district would be responsible for executing the consiruction contracts, receiv-
ing the completed facility, and making progress pavments under CDB supervision.

5. A grant application for debt service assistance would include the district’s cqualized assesed val-
uation, bonds outstanding, and available capacity. The ratio of debt outstanding to debt capacity would
determine the amount of debt service to be shared.

Advantages
1. The macching procedures incorporated in this program provide incentives for local districts to
plan adequate facilities.

2. All districts, including those having low fiscal capacity, can provide comparable school facili- "
ties with comparable local effort.

3. Facility needs and specific project plans would be locally determined and could thus foster flex-
ible approaches to mecting unique facility requirements.

4. A desirable degree of State control would ‘be maintained with the requirement for State approval
of the master plan of the district.

5. School facility financing would be a shared responsibility of local and state agencies.
6. The grant feature would provide immediate non-local support for the project.

7. Local leeway possibilities would not be exhausted; incentives for local initiative and adaptation
would be provided by the open-ended nature of the matching program.

8. Multiple approaches could be used to determine local fiscal capacity.
9. Districts with current construction programs and those that nade prior effort would receive aid.
Disadvantages
1. The level of required appropriations could have a significant immediate impact on State funds.
2. Inadequate appropriations might r¢ 1t in an ineffective level of State participation.
Cost of Alternative

The goal would be to provide up to $500- million in State and Local capital expenditures by 1978. This
could be done setting a $.50 effort ievel for the key district. Statewide this would mean: 2,000,000 pupils
x ($.50 TR x $50,000 EAV) = $500 million.

Local Effort and Output

Revenue Output
Effort* per pupil unit
$.10 $;0.
20 100.
.30 150.
40 200.
.50 250.

* A $.01 increase.in the tax rate effort — $5.00 in revenue.

Initially, the target could be set at $250 million by 1975 by establishing a $.25 effort level to produce
$125 per pupil. The program could be phased in by incrementing the effort/output factors. The near term
cost would equal $250 million of which $125 million would be State money.

(See Table 4 for a summary of State and local sharing.)

Full Statewide Equalization

This alternative would provide State grants for the full amount of an approved school construction proj-
ect. The State would assume the responsibility for principal and interest payments for all public school
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bonded indebtedness until all outstanding bond issues are paid. The program would be funded on a pay-
as-we-build basis. /

}

Needs Measures

The actual cost of an approved school construction project would serve as the measure of need. The
citizens of a district by referendum would authorize a specific building project. Funds for site costs, pro-
fessional fees, construction costs, equipment, and other related project costs would be obtained from State
sources. ) :

Sources of Funds

No locdl funds would be used.

The State grant would be from a Capital Facilities Fund. Moneys for this fund would be derived from
a statewide real estate tax which would be suficient to meet public school building and debt service needs.
Another altemative would be to provide moneys for the Capital Facilities Fund from a combination of cur- _
rent appropriations (for prior debt service) and proceeds of State general obligation bond issues (for capital
outlay purposes). An agency of the State Beard oF Education would administer these funds.

Grant Amounts

The amount of the grant would equal the total cost of approved construction projects and the total
amount of annual debt service. Funds allocated could be used only for approved projects and capital facili-
ties debt servicing.

Operating Guides

1. The State would assume any school construction costs and debt service costs not supported by the
Federal government.

2. Local school districts would develop and submit educational specifications and district master facili-
ties plans to the OSPI for review and approval. District building plans would meet prespecified criteria
for design, construction, district size, and school location. Area cost differentials could be recognized.

3. Upon approval by OSPI funds would be advanced by a school building agency under the jurisdic-
tion of the State Board of Education. This agency would administer the capital assistance program for
elementary and secondary schools only.

4. The school building agency would request an amount equal to the total annual school building and
debt service needs. The General Assembly would levy an amount sufficient to cover these needs via a
statewide property tax rate to be extended and collected at the county level. Tax receipts would be sent to
the State Treasury for school building agency use.

5. The local school district would be responsible for the construction program.

6. The State agency would disburse grants in accordance with the construction progress payment sched-
ule to the school district.

7. The local district would be responsible for progress payments to the contractor, teceiving of the
completed facility, and final payment.

PR Advantages
The full State furided program has the following positive features:
1. A pa;-as-you-go program couid reduce expenditures for capital facilities since the interest charge on
borrowed funds may represent 50% or more of the cost of a building. Total long term cost of facilities
might be reduced by 14,

2. Full State funding of debt service would mean gradually diminishing payments until all bond issues

are paid in full. The $50 million or so now spent annually on bond interest and service charges would no
longer be incurred.

3. Placing the responsibility for administration of the program with an edicational agency would pre-
clude the public schools from having to compete for funds with interests representing all other state build-
ing programs and needs. -

+. The excessive demands for school construction and heavy tax burden on growing communities
would be eased.
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5. State approval of building and site plans would reduce the duplication and inefficiency in building
location and construction. Funds would be allocated only on the basis of needed projects at logical attend-
ance centers.

6. Complete statewide assumption of the cost of school facilities and automatic equalization would
ceeur.

7. Prior effort of local school districts to provide facilities would be recognized.
8. Local school districts would retain the responsibility for planning and operating school facilities.

9. If the State adopts total state financing of current operating costs, this alternative would constitute
an orderly program for providing facilities.

10. Local tax leeway for financing other govemnmental services would be enhanced in many districts.

1L State funds could be obtained from any appropriate source, such as tax revenues or general obli-
gation bond proceeds.

12. If borrowed funds are utilized, the substitution of the State’s credit for local credit would ‘result
in' reduced interest costs. .

13. Local educational decision-making would-be separated from fiscal concems.

Disadvantages

1. Currently, there is excessive resentment. against the property tax.

Local decision-making might be weakened.

State agency procedures and control might become excessive.

Local leeway available for financing innovative features would be reduced.
The State’s budgeét would-receive the entire fiscal impact of the program.

. The heavy capital expenditures under  pay-as-we-go plan preclude spending these same current rev-
enue dollars for other non-capital purposes, however meritorious they might be. These foregone opportuni-
ties might justify using long-term borrowing as a way to ease the immediate overall fiscal impact of full state
funding and provide partial property tax relief by spreading the costs over a number of years.

Dl O

o W

Other Considerations

1. Statewide assessment practices and levels need to be reviewed-and improved.

2. Real estate valuation and tax exemptions may need to be established for property owners with low
and fixed incomes if the property tax is retained.

Cost of Alternative

This proposal merely shifts the burden from the local property tax to a-state property tax. There is a
potential reduction in expenditures, in the amount of interest expense, if the pay-as-you-go plan is adopted.
Eventually, the reduction would amount to the equivalent of the $50 million now spent annually on boad
interest and services charges. If the State issues general obligation bonds to fund this alternative therc
would be a reduction in expenditures equal to the 1%, interest rate advantage accruing to the State’s better
credit rating. .

Cost to local districts = — $440 million.
— $240 million for capital outlay
— $200 million for debt service
Cost to State == -+ $440 million as above

(future) = — $ 50 million interest expense

Summary of Alternatives

On an overall basis these capital assistance proposals will not cost Illjnois taxpayers any additional dol-
lars beyond the projected needs. They do involve varying degrees of shifting of expenditures from locally
collected funds (and proceeds) to State collected funds and State generated proceeds (see Table 4).
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Table 4

Altematives for Sharing Projected Expenditures
(all dollars in millions)

1970-71 1973 1975 1978
Total Local State  Total Local  State  Total Local State  Total

Projected Expenditure*
Facilities and Equip-

MENt ceemecnemernrmecraene $237.1 actual $240 est. $440 est. $550 est.

Debt Service ............. 172.3 actual 200 est. 250 est. 300 est.

Total .o S4094 actual $440 est. $690 est. $850 est.
Alternatives

(1) Variable Grant
Based on Recog-
nized Project Cost $9 S144 S$240 S176  $264 S440  $220 S330  $550

(1a) Variable Grant
Based on Recog-

nized Debt Serv- ’
ice Requirements.. 140 60 200 175 75 250 210 9% 300

Total .......... . $236 $204 $440  $351 $339 $690  $430 S$420 S$850

(2) Equal Support for ’ ’
Equal Effort ...... $125  S$125  $250 $250 $250 $500
Other sourcest ... " 190 ... 190 51— 350

Total .......... $315  $125 $440 $600 $250 $850

(3) Full Statewide  Facilities....S...... $490 $40 S... $440 $440  S..... 8550  $550

Equalization Debt Serv... ..... 200 200 (50%) 125 125 (333%) 100 100
(Assuming pay-

as-you-go) Total....5...... $440 S440  S.... $565 $565  S..... $650  $630

* Based on 'Table 8, 1{) 9, of “Status of Capital Assistance Financing for the INinois-Public Schools,” Occasional Papers of this
Committee, Vol. IIL

t Tnls amount required to meet projected needs would come from accumulated funds, long-term borrowing, federal sources, etc.

Recommendations

Legislative orders for action and appropriation. of moneys should be devcloped to cover the following:

1. Implementation of a capital assistance plan that is congruent and supplemental to the plan for cur-
rent fiscal support of the common schools. Appropriate sufficient moneys to fund the plan..

2. Appropriate moneys for administration of the plan, including the following:
a. Funds for detailed analysis and continuing study of the finance situation. The many estimates
and assumptions made herein due to the absence of empirical evidence must be validated.
b. Funds for development of guidelines and standards for operation of the finance program.
Funds for the planning, conducting, and reporting of a comprehensive facilities needs survey.
d. Funds for the development and maintenance of a perpetual schoolhouse inventory to continu-
ously update the information gathered in the facilities needs survey. Data and standards must
be periodically updated due to technological and educational changes which contribute to obso-
lescence of facilities.
3. Enabling legislation and appropriations should proyide for adequately staffed and funded depart-
ments to carry out the following functions and responsibilities:
a. To provide assistance to school districts in the planning, construction, and financing of educa-
tional facilities. e
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b. To devise mutually acceptable standards, review specifications and proposals, and grant approval
for educational matters-and-construction matters. )

c. To develop and implement a financial plan that will utilize Federal, State, and local revenue
sources in an orderly and concerted effort.

d. To develop guidelines and standards for cooperative, orderly planning at the Educational Serv-
ice Region level; for projecting pupil populations, concentrations, and migration; for assistance in
site sclection and location; and for developing and preparing specifications for educational facili-
ties.

4. If the real property tax is to be utilized in the finance plan, then the property valuation process
should be revamped.

a. Review and correct deviations from prescribed levels .. assessment.

b. Review existing exemption procedures. Provide a “circuit breaker” procedure for elderly and fixed
income persons where definite hardship is involved.

c. Standardize and professionalize assessment practices.

d. Provide procedures for determining assessed valuation equalizers for individual school districts
of over 1,000 pupils enrollment if assessed valuation inequities ainong local .chool districts can-
not be reduced. - :

5. Permissive legislation should be enacted to permit cooperative planning among state agencies for facil-
ities use, joint occupancy, and the acquisition and use of air-rights.

Administrative Action

Delegation. of authority and responsibility should be as follows if both the State Board of Education
(OSPI) and the Capital Development Board (CDB) are to.be involved in capital assistance programs. If
only one agency is to be responsible, it should be OSPI.

Areas of Responsibility
OSPI CDB

* General educational matters * General construction and fiscal matters
* Standards for educational design * Standards for physical design
* Standards for social and demographic factors * Construction effectiveness standards
** Standards for school district reorganization and * Construction guides and supervision

regional master planning * Bond marketing assistance
* Educational priorities and need determination * Disbursement of State bond proceeds
* Authorization of fiscal support * Technical assis ~ce on legal, administrative,
* Technical assistance to LEA’s on legal, administra- and fiscal matters pertaining to school construc-

tive, and educational matters in school facilities plan- tion

ning

NOTES AND REFERENCES
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CHAPTER SEVEN
REVENUE IMPLICATIONS FOR SCHOOL FINANCE SOLUTIONS

Introduction

Since the basic purpose of this chapter is to discuss some of the pertinent revenue implications of
the various solutions, it may be important to describe the existing Statedocal revenue structure with
particular emphasis on the problem of financing elementary and secondary education. (1) The first two
tables will describe the existing revenue structure in Illinois. This is followed by table 3 which attempts
to measure the distribution o. the State-local tax burden by income class. Table 4 shows the sources
of State and local funds for elementary and secondary education.

Table 1 shows the State-local tax collections in Illinois, by source, for the Fiscal Year 1970. This
table indicates that the State provided 51.3 percent of the total Statelocal tax revenues, as contrasted
to a rather extreme opposite position in the years prior to the enactment of the 1969 Illinois personal
and corporate income tax law. The general sales taxes, morc appropriately referred to as the Illinois
Retailers’ Occupation and Use Tax, ranked first and the incoine taxes second in State importance. For
Fiscal 1973, however, the two sources are projected at roughly the same magnitudes.

Table 1

Minois State - Local 'T'ax Collections, By Source, 1970
(millions of dollars)

Y Percent of
‘Total State - Local
Amount Taxes

State Taxes

Sales taxes .. $1,006 19.3
InCOmE taxes (BrOSS)..u...cveermsenne wremssmmeermmmsmreenseeces — 748 14.4
Motor fuel tax (gross) w329 6.3
Cigarette tax 153 2.9
Public utility taxes 140 2.7
Liquor gallonage taxes..... 67 1.3
INhEritance tax (GrOSS)...eemerm ceserrerermmemssecsnseensssmecenees 65 1.2
Insurance tax and fees ... mmmeceemeeerremserensenaseensennes 73 1.4
. Horse racing tax and fees....... 45 9
Corporation franchise taX.....o.oeeesecrsvosene. 27 S
Other privilege taxes 18 3
Total State Taxes ....... B $2,671
‘Total Percentage » 51.3
Local Taxes
. Property 2,227 2.7
- All Other oo . 315 6.0
) Total Local Taxes _ 2,542
Total Percentage 48.7
Total State- Local Taxes..... $5,213 100.0

Source: State data from The Illinois State Budget Fiscal 1973, State of Iliinois, 1972, Table II-A; local data from U.S. Bureau
of the Census, Government Finances-in 1969-70, Washington, 1971, Table 17.
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At the local level of government, the preeminence of the property tax is clear. It provides almost
68 percent of the total taes raised by local governments and 42.7 percent of all State-local tax revenues.

Table 2 is an extension of table 1 in that the general revenues sources for Fiscal 1970 are shown over
and above the taxes from its own source. For the State, the two additional sources are its other re-
ceipts and federal aid. These amounts were $395 and $655 millions respectively.

Table 2

Illinois State - Local Sources of General Revenue, 1970
(millions of dollars)

Percent of
Total State - Local
Amount General Revenue
State General Revenue
Taxes $2,671 329
Othcr receipts
Motor vehicle and operator license fees.....u..... 224 2.8 -
All other .. - 171 2.1
Total State Sources. ......eer.ceeemen v svenes $3,066
Qe (2 ) I 1 655 8.1
Total, All Sources 3,721
Total Perceniage .....coeeevmeeeeecsvemsermsssmmenes 45.9
Local General Revenue
Taxes . oo 2,541 313
. Charges and miscellancous....- w963 ‘ 6.9
Total Local Sources ) ' 3,104
R 6] IR 1,106 13.6
Federal aid 178 2.2
Total, Ail Sources... 4,388
Total Percentage 54.1
Total State - Local General Revenue... $8,109 100.0

Source: Table 1; Illinois State Budget Fiscal 1973, March 1,°1972, Table 1I-A; and U.S. Burcan of the Census, Governmental
Finances in 1969-70,

For local governinents table 2 show that various license fees, bridges, and other miscellaneous ac-
tivities produce $563 million, about 22 percent as much as taxes. State aid was a substantial source
(31,106 million). Although federal aid has increased sharply since 1970 (when it was only $178 million),
it is still not a major revenue producer for State-local governments.

Most tax studies, with few exceptions, conclude that property taxes are .cgressive. The data
resented in table 3 are consistent with this proposition. It is shown, that for 1967, property taxes in
llinois were 6 percent of the lowest income class (under $2,000), and the percentage decreased consist-

ently for each listed income class untii it reached 2.1 percent for the: income class $15,000 and over.
Table 3 also reflects that the State flat-rate individual and corporate income taxes arc mildly progres-
sive. However, this is clearly not sufficient to counter the strong regressive aspects of the property tax
and other state taxes. Thus the last two columns in the table indicate that the State of Illinois as well
as the average state of the U.S. has a regressive State-local tax structure.

Although it should be emphasized that expenditures and revenues should be analyzed and evalu-
ated in an integrated Federal-Statelocal setting, the purpose herein is to cxamine the primary ques-
tion of financing elementary and secondary education in a State-local framework. Table 4 shows that
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Table 3
State and Local Taxes as a Percentage of Total Income for All Illinois Families by Income Class — 1967

Individual and Sales, Sclective
Corporate Income*  Sales, and Others Inheritance Property Total

Income Class 1. uUsS. 1. u.s. 1. U.S. L. US. 1. US.
Under $2,000 ... .... ...... 8% 6% 60% 61% 60% 69% 128% 13.6%
$ 2,000 - $ 3,000.... ... .7 6 5.3 5.5 45 5.2 10.5 11.3
$ 3,000 - $ 4,000.......... 1.0 8 5.6 5.6 4.1 4.7 10.7 11.1
$ 4,000 - $ 5,000........ 1.1 9 5.3 5.3 3.7 4.2 19.1 10.4
$ 5,000 - $ 6,000........... 1.2 9. 5.2 5.2 3.7 4.2 10.1 10.3
$ 6,000 - $ 7,500.......... 14 1.0 5.0 50 33 38 9.7 9.8
$ 7,500 - $10,000.......... . L7 1.2 4.7 4.6 30 35 94 9.3
$10,000 - $15,000............ 2.0 1.3 4.2 4.2 2.9 3.3 91 . 88
$15,000 and over.......... 2.8 24 2.7 2.7 1.1% 1.39% 21 24 8.7 8.8

. ']};hcsc taxes were not in effect in lnois in 1967 but the burden was computed as it would have becn had the taxes existed at
that time.

Source: Fldward Clarke, Richard Kolhauser, James Reed, Bureau of the Budget Revenue Study, {Unpublished report, State of
llinois, 1970)

Table 4

State and Local Revenues for Common Schools
School Years 1967-1973
(millions of dollars)

State Local Total Percent Percent

Year Aid Revenue Funds State Local
1967.... ......... $ 369 $1,014 $1,383 26.7 73.3
1968......... .... 492 1,230 1,722 28.6 714
1969.............. 517 1,228 1,745 29.6 704
1970.............. 787 1,651 2,438 32.3 67.7
1971.............. 955 1,301 2,256 42.3 57.7
1972+%............ 1,029 1,509 2,538 40.5 59.5
1973%.......... 1,162 1,660 2,822 41.2 58.8

* Estimated funds.

Source: State and Local Financing for Public Schools, 1972.73 (Springfield, 1linois Office of State Super-
intendent of Public Instruction, 1972).

in 1971 almost 58 percent of the total Statelocal revenues for financing clementary and secondary edu-
cation in the Illinois public schools were provided from local funds. This source is almost exclusively
that of the local property tax which coincidently also accounts for approximately 60 percent of the local
property tax dollar. The State share which almost doubled in absolute terms in the period 1968-1971
was slightly more than 42 percent in 1971 and had risen by almost 15 percentage points over the
prior four years. There seems to be a current trend, however, for the relative contribution of the State
to have stabilized and perhaps fallen. In any event, this seems to reflect the present situztion. It
should also be pointed out that if Federal aid was included, the Federal share would be roughly §
percent of the ll)‘“(::deral-Stateflocal total.

General Nature of the Problem

The state supreme courts or U.S. district courts have ruled that it is unconstitutional, primarily
under the Federal Constitution, to finance elementary and secondary education under a system whereb
a pupil's education depends upon the wealth of his family and neighbors as contrasted to the wealt
or property of the State as a whole. Whether or not the U.S. Supreme Court confirms or rejects this
reasoning is not known at this time, but various alternatives or solutions have been presented in this
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report in hopes-of improving the implementation of cqual access to educational opportunity. What are
its implications from the revenue side of the equation? )

Irrespective of any possible U.S. Supreme Court decision in this matter, there is one revenue or
resource issuc which stands out above all others. If one assumes that the “cqual access’ concept is a
desirable goal, then minimally there must be a shi™ of resources from the taxpavers of rich school dis-
tricts to thosc of poor districts. The transfer is mandatory under any revenue or distribution system—
full State funding or not, with little or complete dependence on the property tax, and with no nccessary
reference to the total level of resources or revenues in the system. All this suggests is that in a rclatively
full employment closed cconomy and with no change in the resources to be utilized for other goods and
scrvices, the poor become richer only if a transfer from the rich occurs.

There is a further reasonable assumption that revenuc reform suggests an increasc in the State's
share of the total cost of financing clementary and secondary education. The court cases infer ¢r state
this explicitly. Those who argue this point on legal and cquity grounds also stress that is is the State
responsibility to assume this burden and that it cannot be dclegated. In Ilinois, Article X (section 1)
of 1970 State Constitution states the following: “The State has the primary responsibility for financing
the system of public education.” Although it is not clear as to the meaning of this mandate, the
Constitutional Convention rcjected a specific proposal which would have required a 90 percent commit-
ment on the part of the Statc in financing clementary and sccondary education. In any oveit, there
scems to be a mandate, until legislation and/or judicial action clarifies the issuc, that the State 2ssurmec
a majority or minimally a 51 percent portion of the total cost. This proposition is clearly consistent with
the prior point that the state sharc should increase (sce table 4). ’

In this scction of the study, there is no explicit statement as to the necessary or desired level of
spending. It is recognized, neverthcless, that this revenue amount is a function of many variables, includ-
ing the quantity and quality of educational service, the Statc sharc of the total cost, and subscquent
court rulings in this matter. However, it is presumed that an equitable revenue system is 2 worthy
goal regardless of the level of resources and revenues. In other words, the distribution” of the tax burden
is a viable issue with which the policy makers must be concemed. It further suggests the concern for
cquity, not only between tax ot revenuc sources, but within a given tax structure. An example of this
latter point is the extremcly poor adiministration of the property tax, and in which equity could be im-
proved through more cfficient tax administration.

Much has been written abcut a meJel Statelocal revenue system and the criteria to be utilized in
making the evaluation. (2) Since ncither the economist nor any other social scientist has developed a
magic formula, this concept of an ideal tax structure is limited at best and appears to be appropriate
only relative to the criteria which the proponents arc attempting to maximize. Although it was not
indicated in this same context, a recent study by the "Advisory Commission on Intergovemmental Re-
lations (ACIR), listed the two most critical fcatures of a high-quality Statedocal revenue system:(3)

1. Balanced usc of both the personal income tax and general retail sales levy;

2, State revenuc system productive enough to finance most of the cost of elementary and sccon-

dary public educatio: )

The ACIR study indicated that only Hawaii and North Carolina scored highly on these two major
tests. Illinois, as did many other states, succumbed to the strong pressures in favor of creating a dual
income and sales tax systcm, with the adoption of a State personal and corporate income tax law in
1969. (4) There is, however, a countervailing power or pressure, frequently termed the “taxpayers re-
volt.” Many states will not move to the dual system becausc of this latter pressurc. Furthermore, if
the dual system cxists (as in Illinois), the no new or increase in taxation cry is heralded through.
out the land. Illinois* was not unusual in that both gubematorial candidates in the 1972 election
pledged no increases in taxation.

There are other facets to the question of improving the quality of the State-local revenue system.
As long as the real property tax remains as a major source in Illinois, it must not be .ignored. Mini-
mally, some attention shouid be dirccted toward the improvement of cquity in the original asscssment
and general property tax administration. This paper docs not treat this latter subject lightly as wit-
nessed by the fact that the largest part of this chapter is devoted to this subject.

Another issue is that of the desired responsiveness of the revenue system to economic growth or
changes in income and cmployment. The question may be stated as follows: Does our present revenue
system for financing clementary and secondary cducation respond adequately to the changes in expen-
ditures or demands for educational services? There is some evidence that frequent but inadequate short-
run changes in the revenue base were necessary in hopes of maintaining a reasonable pace with the
increased pressures for spending. Many would argue that a highly elastic State-local revenue system would
be more desirable.

.-
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Improvement ir:- <he Administrarion of the Property Tax

During most of our history the property tax has been the most important and most criticized tax
source for local govemments. Public finance expertc have been inost adamant in the struggle and have
doomed this revenue source for more than sixty years. In Illinois, however, school districts rely almost
exclusively on the property tax .or the local contribution to cducation. The weakness of the property
tax, primarily administrative, are widely known. Nevertheless, this important tax provided almost $1.7
billion in Fiscal Ycar 1971 out of total receipts of roughly S2.8 billion. The Statc’s contribution to
clementary and sccondary education (state aid) is approximately $1.0 billion or cqual to the non-cduca-
tional revenuc from the local property tax.

Although this tax has many weaknesses, there $écms to be little or no chance that {llinois or any other
state is scriously considering the possibility of completely climinating the property tax. 1f this assumption is
correct, the challenge facing the people of the State ot Illinois is the necessity or opportunity of improving
the administration of the y..operty tax. In this context, the following are recommended. (5)

A. County level

1. Abolish township assessors and require cach county board to appoint a county assessor and depu-
tics from a list of State-certified cligibles. .

This move is e <ential if the process of sclecting assessors and making-assessments is to im-
prove. Fulltim , qualified assessors is the absolute minimal requirement necessary in im-
proving property tax administration.
2. Adopt permissive legislation which would encourage small counties to merge the local assoss-
ment functions or share costs and require the smallest counties to do so.
3. Appoint members of multi-county cr county Boards of Review and Equalization from 2 list of
State-certificd cligibles, with each multi-county or county board covering a sufficiently large arca
or population to warrant the creation of a board of competent people.

This procedure should be more cffective in providing qualified persons to handle the difficult
and technical task of reviewing and equalizing assessments. -

4. Sales ratio data, publicized annually and widely by the State, should be acceptable as evidence
in local and state appeals, and any assessment in excess of or less than 20 percent of the median
value should be made prima facic evidence of the need for relief.

Little publicity is usually given to sales ratio studics. These data are both important to the
assessor and taxpayers and should be utilized in cfficient tax idministration which has a
basic goal of providing greater tax equity.-
5. The yearly tax bill should state the true or market value of the property as appraized and re-
corded by the assessor and the fractional statutory level of assessment.

This is additional information which hopefully places the taxpayer in a better position te
understand his assessment and the overall question of equity.

6. Assessors should be required to maintain assessment records irn accordance with some minimal

land-use breakdown, c.g., single family residence, apartment, industrial, commercial, farm. ctc.

This information which is currently not available for most counties is essential in economic

and tax analyses and especially in detcrmining the distribution of or at least the initial im-
pact of the tax burden.

7. The taxpayer should be required to provide information as to the description and value of his
property; the assessor should be permitted the opportunity to inspect pertinent records of tax-
payers and the right of subpoena when this is denied.

The assessor’s task is extremely difficult, and cooperation by the taxpayer may be essential
in improving tax administration. The type of information requested is frequently obtained
by threat on the part of the assessor and legally by the Board of Review nfter assessment.
This recommendation is an attempt to provide a more cfficient and equitable procedure in
obtaining the original assessment. ]

B. State level

1. The State of Illinois should defray at lcast one-half of the total cost of property asscssment.
This would provide needed revenues for local governments and may result in increased cffi-

ciency through increased involvement and supervision by the State over the local property
tax.
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2. The State should expand materially, both statutorily and with resourccs, its assistance and super-
visory dutics, including the testing and ceraficition of cligibles for assessor, and members of
Boards of Review and Equalization; conduct or coordinatc schools, courses of training and
conferences; publish manuals and handbooks; and provide appraisal assistance to Jocal assessors.

3. The State should assess privately owned public utilities and other types of large complex and
difficult-to-value commercial and industrial propertics.

Although Assessors’ Manuals are available to most local assessors, the task of making cfficient
and cquitable asscssments of these properties is formidable and frequently almost impos-
sible. It seems logical to centralize resources and provide increased uniformity and equity
in these assessments. :
4. The assessor should be required, in accordance with standards established by the State, to pub-
lish a statement indicating the valuation methods employed by his office in valuing property.

This would give the taxpayer increased knowledge as to how his property was assessed and
may 2id him in determining whether his property was assessed cquitably.
5. In thosc cascs where a substantial portion of a local taxing jurisdiction is in more than onc
county, a special assessment cqualization procedure should <be cstablished by the State,

This is directed at the basic problem of equity betvreen taxpayers in a given school district.
or cxample, the owners of two parcels of real property, assessed by two different assessors
from the two counties involved, may be assessed at ratios to the market value of each prop-
erty which reflect a tremendous disparity. Intercounty equalization by the State of Illinois
does notling to ameliorate this problem. Thercfore, there is a real need for this special
cqualization procedure as recommended.

6. The law should be clarificd as to the meaning and scope of exempt property; rxempted property
should be valued and iisted on the assessment -rolls.

There is a lack of standardization as to the definition of excmpt property. In miany
geographical areas, there is little information as to the magnitude of the value of cxempt
property. For many reasons, including the possibility of substituting a form of user charge
in lieu of a tax, the quantitative importance of the tax loss or: exempt property ought to
be ascertained.

7. Every owner of exempt property should be required tu reinstate its exempt status initially and
then periodically tlirough formal application to its respective county and the State; a scheduling
procedure should be established which would permit initially at least that this be carried out
oyer a rcasonable time pericd. o

%. parcels of real property were never legally exempted. Furthermore, the status and/or
ownésship of property changes frequently and requires recvaluation. :

8. A Statc Property Tax Survey Commission or Board <hould be created to examine propcity tax
issues on a continuing basis, including the legal stru- ure, exemptions, State and local equaliza-
tion and review, and other pertinent aspects of State jocal tax administration.

The quantitative importance of this tax 1d the: complex issues related to equity require
its continuous study and reevaluation.

Statewide Property Tax -

A number of states, including New York, California and sichigan, have been considering a statewide
propeity tax as a major source of revenuc in financing clementary and secondary cducation. It has also re-
peatedly been suggested ds a replacement for the local property tax now being utilized to finance public
schools. There are no basic legal problems in Ilinois if the General Assembly were to lewy a State property
tax, although the last ievy was sct in 1932.

There are some advantages to such a tax. First, the local property tax is a large revenue producer in
lllinois; currently yiclding approximately $2.8 billion. This is the largest single producer of revenue in the
State-local tax structure. Although it has been criticized for not mecting this criterion perfectly, the real
property tax somewhat meets the test of taxation for benefits reccived bet: -~ than most other taxes. It is
possible to reinforce the above two arguments or advantages with the conc - of improved propeity -tax ad-
ministration through greater uniformity and equity in the State assessment J a statewide property tax.
Furthermore, this tax is clearly consistent with the usual interpretation of the Serrano and Rodriguez cases.

There are many strong arguments .gainst a State property tax. These seem to outweigh the logic of
the proponents. The tax is regressive (table 3) and property values do not respund to economic growth as
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rapidly as the personal income or sales taxes. Furthermore, this is an unusually complex tax to administer
and becomes even more of a problem when inefficient and/or inadequate resources are allocated to this im-
portant function. It should also not-be understated that society, i.c., the taxpayers, find the property tax
excessively distasteful as compared to all other taxes.

The Minnesota legislature recently passed a bill which attemps to equalize property tax resources in the
seven-county Minneapolis-St. Paul area by sharing the growth in the tax base. Forty percent of the net
growth of the commercial and industrial valuation will be shared by all of the communities in thc area.
This type of regional scheme hopes to minimize tax competition within the region. It should help partially
at least to solve some of the fiscal problems related to the financing of education within this region. This
type of scheme deserves careful consideration by Illinois and other states.

Another limited version of a State property tax concems the possible utilization of a statewide property
base such as all commercial and industrial property. This class could be modified to include only public util-
ity, complex, and difficult-to-value property. The logic suggests that resources and expertise are usually un-
available at the local level to do an adequate job in the equitable assessment of these properties. (6)
Therefore, centralize the minimal but efficient resources at the State level and insure satisfactory results.
Data are not available to show either the true or market value of all commercial and industrial property in
Illinois on a county basis or in the aggregate. Study indicates, however, tremendous variation in assessment
practices throughout Illinois. It is also important to recgnize the size of this base for tax purposes which
1s estimated at approximately $20 billion, redl industrial and commercial property only.

The issue of full state funding as one of the altematives in the financing of public schools raises unique
and interesting questions concerning a statewide property tax. If full state funding is mandated by the U.S.
Supreme Coust or desired voluntarily by the people of Illinois, pragmatism may be instrumental in dictating
the adoption of a state property tax. It would now be presumed that the Siate of Illinois would have the
full responsibility of providing the revenue from its own sources. Therefore, assuming no local leeway, there
would be no local property tax for school finance. The economic effects from sudden drastic reductions in
property taxes, including sharp increases in property values, would disrupt the economy immeasurably. Fur-

thermore, it is inconceivable that Illinois or any other state could dismiss a magnitude of $1.6 billion with-

out attempting to recapture all or some major portion of this source through a substitute statewide property
tax. After all, the money involved is roughly onc-third greater than the total sum now generated by the Illi-
nois personal and corporate income taxes. For example, this would require the present personal and cor-
porate tax rates of 2.5 and 4.0 percent to increase to 6.0 and 10.0 percent respectively.

This topic :nay be summarized by suggesting that a general statewide property tax is not a viable alter-
native in the solution to the basic problem of financing public schools unless it is further accompanied by
full state funding. However, if inequities are to be reduced in the administration of the property tax, in-
creased state involvement and supervision are necessary. Steps in this direction which are worthy of serious
consideration include a regional approach such as the Minnesota plan and/or a statewide property tax on
industrial and commercial property.

Alternative Revenue Sources

In this last part of the revenue chapter several potential sources of revenue will be examined and some
recommendations explicitly stated. There is no attempt to isc'ate the funding recommendations with any
particular solutions as outlined in the other chapters, except o recognize some of the special issues related
to full state funding. Furthermore, the level of financing is not rigorously specified, but it may be assumed
that it approximates $200 -million. It is recognized that this educational expenditure is only one of several
demands placed on the Treasury but nevertheless an important one. The conclusions in this section obvi-
ously represent more than scientific analysis and imply ethical values and judgment conceming a possible re-
ordering of our priorities.

1. Growth of State Sources in the Genera! Revenue and Common School Funds. This figure has been
increasing at a rate of roughly 8.5 percent in the past two years and even when the economy of Illinois
was not too healthy. If one projects an ircrease of only 6 percent for Fiscal 1974 (during a period of pro-
jected increased growth and prosperity in Illinois and the nation), this would produce an increase in funds
of slightly more than $186 million. It is recommended that 50 percent of this increase or $93 million be
further allocated in 1974 to the financing of elementary and secondary schools. This increased commitment
for public schools would continue to increase over time and reach roughly $650 million in Fiscal Year 1979,
It should be emphasized that these figures do jot include the federal aid which has also been an integral
part of the Ceneral Revenue and Common School Funds.
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2. Revenue Sharing. Congress recently passed the “State and Local Fiscal Assistance Act,” i.e., the
federal revenue sharing bill. In the first full year of operation Illinois should receive almost $300 million,
with general purpose local governments (other than school districts) and the State receiving $200 and
$100 million respectively. Over the five year period through calendar 1976, when the Act expires, the State’s
share is roughly $520 million. Although there will be many strong demands for these additional State dollars, it
is recommended that for fiscal 1974 and subsequent years at least 60 percent of the available $105 million,
or $63 million, be allocated as additional state aid to public schools.

3. State Income Tax Revenue Sharing with Counties and Municipalities. The State currently rebates
or shares one-twelfth of its net income tax receipts with counties and municipalities. For Fiscal 1974,
this amount should reach $100 million. Although some of our cities face serious financial problems, there
may be sufficient reason for reevaluating the position the General Assembly reached when the legislation
was originally passed. The issue may be raised as to whether some of these funds should be reallocated to
educational finance. (7) There are minimally two reasons for suggesting this possibility. First, the $200 mil-
lion addition to these local units from federal revenue sharing is rather sigmficant. Secondly, the govern-
ments and the people of Illinois should face the dynamics of our social world and the nature of possible
changes in our priorities. Politicians are most tempted to dodge these questions, but in effect they are an-
swered by default or otherwise,

4. Revenue from One Percent Local Sales Tax. It is estimated that local governments will receive in
Fiscal 1974 almost $265 million from its oune percent general sales or use tax. The issue is comparable to the
one raised in 3 above. Assume a situation in which commu-:ty A or an unincorporated arca has one or
more large shopping centers and no school finance problems and receives substantial revenues from the sales
tax, but community B has acute school finance problems and no shopping centers. Is this a desirable at-
tribute of a State-local revenue structure, given the specific issue, among many, of providing and financing
public education?

5. General Sales Tax. The general sales tax for the State of Illinois, currently at a rate of 4 percent,
is another potential source of additional revenue. Table 5 shows that an additional one percent would
produce in fiscal 1974 an amount of $315 million. This is an exceptionally large amount and is attractive
and often utilized when additional dollars are required. However, table 3 shows rather clearly the regressive
aspects of the sales tax, Since Illinois does not exempt food o1 most services, the tax is even more regres-
sive than many other states. It is not reccommended that this revenue source be utilized without compensating
reductions in 4 above.

There is another aspect to this tax which might appropriately be considered, i.e.,, the broadening of the
sales tax base to include other services. Not only would this change in the base reduce its regressivity, but
it would also make the source more elastic. As was mentioned in the second part of this chapter, it may
be desirable to make the fiscal system for financing education more responsive to the demands for the serv-
ices. Many economists in t..- field of public finance (8) have contributed to a vast body of thought on
this subject. Much has been written in connection with broadening the base about various issues including
its administration, regressivity, elasticity, and revenue potential. It is conservatively estimated that for Fiscal

Table 5

Projected State anG Local Revenue Sources, Fiscal 1974
Pcr-One Percent Rate
(millions of dollars)

Source Revenuc
State

NP SR 73 G (51613 $315

Personal income tax (Ret)...coeeceeeres vevmecrencnens 374

Corporate income tax (net). ......covuececermeneeres 58
Local

Real property tax 412

Personal property tax.............. 78

Source: Local data from Richard Fryman’s unpublished paper,
“Illinois State and Local Tax Revenues (Projected
through’ ,1980 ”. Springficld, Finance Task Force of

Govemor's Commission on Schools, 1973; State from
The Hllinois State Budget Fiscal 1973 and projections.
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1974 Nliinois could broaden the base-and increase its sales tax revenue by roughly 10 percent or $125 mil-
lion. (9) Therefore, if additional revenues are necessary, this is a source worth considering.

6. State Income Taxes. The individual and corporate income taxes are currently yielding about $1.2
billion. Most students of public finance rank this source at the top of the list when considering two impor-
tant criteria—productivity or adequacy and equity—in evaluating a tax. Table 3 also shows that the in-
come tax is the only progressive tax in the State-local tax structure.

Table 5 indicates that for Fiscal 1974 a one percent increase in the personal and corporate income
taxes would raise $374 and $58 million respectively. The current. tax rates are 2.5 and 4 percent respec-
tively. There is also a constitutional restriction (Article IX, section 3) which states that the rate im-
posed on corporations “shall not exceed the rate imposed on individuals by more than a ratio of 8 to 5.”
Although very few tax increasés are welcomed by taxpayers, this source would be highly recommended
if additional revenues are deemed essential.

7. Property Tax. A number of important changes have occurred in the property tax base in the
past three or four years. In 1969, one automobile and one household of fumiture were exempted and a
homestead property exemption of $1,500 was granted. There were some legal problems related 1o these
exemptions which apparently have been solved. In 1972, further legislation wa enacted which exempted
all income producing agricultural personal property and a $5,000 exemption provided for individuals and
businesses. ’ITJ'he Illinois Constitution (Article IX, section 5) further requires that all ad valorem personal
property taxes be abolished by January 1, 1979 and all revenue lost by school distficts and other local
units of govemment be replaced from statewide taxes.

Illinois has also enacted “circuit-breaker” legislation which currently provides real property tax relief
to the elderly up to a maximum of $500 when measured against income. This does not reduce the tax
base since it operates on the principle that the taxpayer or renter receives rebates directly from the
State. It is recommended, however, that the “circuit-breaker” principle be utilized for other low income
families regardless of their ages. This also suggests the further point that every effort be made, not only
with the property tax, to reduce the disproportionately high tax burden now bome by many low. in-
come taxpayers. Several states have accomplished this goal through the use of sales tax credits against
the state income taxes.

Table 5 shows that a one percent increase in the property tax rate would produce $490 million —
real property, $412 million and personal, $78 miliion. This is roughly 17 percent of the aggregate prop-
erty tax yield for 1974. However, it is not recommended that the property tax be increased. This must
not prevent or slow down the process of implementing the action necessary in improving all aspects of
property tax administration. Because of the constitutional mandate and other pressures, the relative and
possibly the absolute level of the property tax will and should decrease. There will be reductions in
the revenue yields to school districts (and other local units) and/or replacement demands from state
revenues. The State of Illinois must be in a position to meet this revenue challenge as well as the over-
all question posed herein — providing the necessary revenue sources for financing elementary and secon-
dary education.

Much discussion, debate, and a Special Session of the Illinois General Assembly (November 26,
1972) were focused on the -critical issue of a “property tax freeze,” It was argued that a freeze of the
1973 total tix extensions for each local unit of govemment was necessary in order to bring to a halt
the increases in property tax burdens and further cause school districts and other local govemments to
reevaluate their spending programs. Although the “freeze” was not passed, there is some ment in
position of the proponents.” However, it does not appear to be the most feasible and defensible solu-
tion to a very involved question. If the basic goal is to reduce disparities between school districts and
provide an adequate level of State support, there is no real substitute for attacking the problem directly.
A more equitable formula must be adopted for the distribution of funds, and an adequate and equit-
able State-local revenue system must be established and maintained.

NOTES AND REFERENCES

1. It should be stressed that this is not a tax or revenue study, i.e., no original research in such important areas as tax incidence,
distributicn of tax burden, economic effects of taxation, etc. Most of what is included herein has been stated or written else-
where. Important references in this area of Illinois state and local finance include Report of Revenue Laws Commission of
the State of Illinois, Springfield, State of Illinois, 1949; Report of the Commission on Revenue, Springfield, State of Illinois,
1963; The Illinois-Task Force on Education — Sponsored by the Governor, the Superintendent of Public Instruction, and
the School Problems Commission, Springfield, Apsil 1966; Report of the Governor's Revenue Study, 1968-69, and Iilinois
.;Sﬁate andglggcal Finance, Final Report and Background Papers, Institute of Government and Public Affairs, University of

inois, 1969.

2. See Leo Cohen, “A Suggested Framework to Alleviate the State-Local Fiscal Dilemma,” National Tax Association Proceedings,
1963, pp. 431-441.
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. State:-Local Revenue Systems and Educational Finance, A Report Presented to the President’s Commission on School

Finance, Advisory Comnmission on Intergovernmental Relations, November 12, 1971,

In fact, the strong position in favor of a Statc income tax by the former Governor of INinois may have been a contnbnting
factor in causing his defeat in the clection of 1972.

Many of these recominendations arc similar, if not identical, to the recommendations in A New Design: Financing for Effec-
tive Education in Nhinois, Final Report of the Finance Task Force, Governor's Commission on Schools, Springfield, December,
1972, pp. 56-61. A number of the members of the Superintendent’s Advisory Committee weie also members of the Govemor's
Task Force.

6. Supra, sce scction on “hnprovement in the Administration of the Property Tax” (state level, rccommendation number 3).

See Governor's Commission on Schools (Finauce Task Force), op. cit., p. 52, wherein it was recommended that the yearly
numicipality and county income tax receipts be frozen at their Fiscal 1973 amonnts. Conscquently, for Fiscal 1974 the
recommendation is that the increase of $8 million, 100 percent of the increase i State income tax sharing( and for subsc-
quent years), be made available for public school finance.

Heins, A. J., “Sales and Use Taxcs,” Report of the Commission on Revenue, Springficld, 1963, pp. 652:701: Schoeplein,
R. N., “Some Perspectives on the Sales Taxation of Services,” Proceedings of the National Tax Association, 1969, pp, 167-
176; and Ghazanfar, §. M., “Retail Taxation of Services: Equity and Revenue Effects,” NTA Proceedings, 1971, pp. 582:390,
among others.

Schocplein, op. cit., p. 168, estimated that for California a broadening of the base to include sclected services, but not pro-
fessional, would increase tax yiclds by 20 percent. However, Califomia did not tax any scrvices, not even transient lodging,
In another unpublished paper, “I'ax Innovations and Tax Trends: Potential Revenue Sources for the State of IHinois,”
Urbana, October, 1971, Professor Schocplein estimates that “Illinois tax yiclds would increase by about 15 percent if all
services were included.” (roughly $175 million).
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CHAPTER EIGHT

MEMORANDA OF COMMENT, RESERVATION AND DISSENT

FULL STATE FUNDING

G. Alan Hickrod
Demur on Full State Funding

In 1835 Alexis Charles Henri Clerel de Tocqueville wrote, “The passion for equality penetrates
on every side into men’s hearts, expands there, and fills them entirely. Tell them not that, by this
blind surrender to an exclusive passion, they risk their dearest interests, they are deaf. Show them not
freedom escaping from their grasp, whilst they are looking another way; they are blind, or rather, they
can discem but one object to be desired.” De Tocqueville can not be accepted as a totally unbiased
observor of course; after all, the young aristocrat’s grandfather had been dispatched on the guillotine
in -the name of “Liberty, Equality, and Fraternity.” Still his warning is appropriate I think, when one
considers the dangers of an exclusive commitment to the goal of fiscal equalization.

At the present time in Illinois, and in most other states, educators tolerate a certain amount of in-
equality in school expenditures as the price they pay for engaging in a game of “catch up.” The rules
are widely known but seldom frankly discussed. Essentially the game proceeds by having the wealthier
districts move their expenditures levels upward, and then the educational community places pressure
on state governments to assist the poorer local districts in trying to catch up, within a reasonable dis-
tance, of the leaders. That we haven’t been playing this game very well, that is, that the poorer dis-
tricts are not catching up very fast, is now apparent to even the most casual spectator of the sport. How-
ever, I for one, am not at this point prepared to give up this game though I do wish to change the
ruies to favor the poorer districts. Full state funding will end forever our little game of “catch up”
and place the decision regafdinig how well, or how poorly, K-12 education will be funded entirely at the
state level. Initially there may not be too much danger since “leveling up” is much more likely than
the unpopular process of “leveling down.” But what happens after expenditures are initially leveled up?
I submit it is quite possible that having given up our local leverage factor we could find support for K-12
education languishing as the General Assembly is faced with many other demands for state money other
than for public education. There are other problems connected with full state funding, not the least
of which is the difficult question of state-wide collective bargaining. Space will not allow me to develop
these points here. In brief, my position on full state funding must be: “not yet, not until we try with
some new rules for an old game.”

The old rules under the Strayer-Haig approach don’t seem to work for a large number of reasons.
Not the least among these is the fact that the foundation level is kept too low and the formula is de-
liberately “flawed” in order to aid wealthier districts. A new set of game rules outlined in chapters
three and four of this report should -be given, in my opinion, a fair chance. A trial period of five years
should be enough to evaluate the effects under one or more of the effort formulas that have been
proposed. I must honestly admit that I am not overly optimistic about the ability of any of these
effort approaches to equalize educational expenditure levels, It seems quite plausible to me that the
wealthier districts, placing a greater value on education, will exert greater effort and therefore receive
more state aid once the new rules become fully known. But, again, we should at least try this ap-

Froach before we give up what I firmly believe to be the considerable leverage effect on spending that
ocal decision-making has afforded us in the past.

The exact form of the “equal expenditures for equal effort” approach is a matter for legislative
consideration assisted by expert opinion. Chupters three and four make a good start in this direction,
and this line of investigation and inquiry should be continued. These effort formulas can, of course,
suffer the same fate as the foundation level formulas and one needs to be ever on the alert against
those forces that would emasculate equalization formulas no matter what they look like. If the “equal
expenditure for equal effort” approach fails to accomplish what the public desires regarding =qualiza-
tion of educational opportunity, or if it is found wanting by the courts, then we must face the fact
that full state funding is the only remaining altemative. It is to be eamestly hoped that this altema-
tive will not also lead educational funding in Illinois to the guillotine.
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Ben Hubbard
A Dissent to the Major Position Taken by the Committee

The Recomunendations section of this report accurately reflects the positions taken by the Com-
mittee. I, however, cannot concur with the position that full state funding is desirable. I do not be-
lieve that it is cither desirable, practical or feasible as a means of funding education.

The system proposed is ably documented and is in my judgment honestly presented in the belicf
that all children would under the system have a theoretically equal opportunity to at least have an
cqually funded education. I support the principal of moving as nearly as possible to a system of cqual
funding for equal needs but simply believe that a state system of financing the entire package by the state
would create a bureaucratic nightmare. It is in fact at the point of equal needs that I belicve the first great
problems lies. It is difficult to get educators to decide this question even by a majority vote but it would
be impossible to get a political body to make a decision that would be based on pure faimess to all. Both
the agency that assembled the data to have diversificd funding for different needs and the legislative body
that would enact such guidclines are by their very nature subject to power politics. When this point of de-
cision is in Springfield and is contrary to the best interest of students or the people, it will be more difficult
to change. I prefer not to leave change to the judicial system, at lcast I prefer not to build a system that
guarantees this to be the only recourse for citizens.

The second major objection is in the area of control. The system is proposed based on the belief that
control does not nccessarily follow when funds are supplicd by a particular level of government. It is truc
that without full state funding we have much state control and that the state could decide to leave even
more control of non-fiscal matters than is done at present to local boards with full state funding. I sim-
Ply have no conclusive proof, not a single cxample, of state government taking over the financing of any
major service and leaving its control to a different level of government. This causes fears that the system
would result in negotiation at the state level with the General Assembly; a single salary schedule for the
state; schools forced to increase or decrease their expenditures for education based on a decision made at
3:00 a.m. on July 1 with the clock still saying 11:55 on June 30; the state burcaucracy faiiing to function
quickly cnough to meet local problems and many more similar concerns. Simply put, I fear full state con-
trol either with the cnactment of full state funding or shortly thereafter. I believe that local boards for ade-
quate local districts with the power to secure equal funds as proposed in several other approaches described
in this report can bring about a much wiore cquitable solution to the equity and operational problems of
cducation than can full state funding.

It does not seem to me to be practical to expect the General Assembly to fund education at the level
recommended in the Full State Funding Scction of this report. In this event the only way to reduce the
cost of the system would be to lower the support level. I believe that the level that could be set in the prac-
tical arena of politics would force mediocrity. Further in time of scarce funds and/or ineffective represen-
tation of the cducation point of view in Springfield it would be simple for the state to fail to mect its com-
mitment and let the level of education deteriorate with no local system of keeping expenditures up cven in
the short run.

I believe the strong support for full state funding is founded on an overzealous belicf that equity, in-
terpreted as equal expenditure, is the overriding and perhaps only important consideration in the funding
pattern for education, that the system will be perverted if cnacted by the necessary political considerations;
and in the long run can be used cffectively to lower the overall level of spending for educators rather than.
producing the desired result.

Further, T am convinced that the failure to partially support education at the local level would through
time reduce local interest in schools and would cause decisions to be made on bases other than the most
economical way to perform a tasi. As incfficient as the present system somctimes is, 1 believe that all
funds fumished by the state would compound rather than correct this problem.

I believe that a move to full statc funding would merely change the direction of the attack on ineg-
ities. Inequitics exist and they should be corrected but even a definition of what is an inequity cannot be
clearly agreed upon. I prefer to move to correct inequitics rather than to build a system to attack the
problem from a different direction.

The cost, the loss of local initiative to cconomize, the danger of bureaucratic control of local schools,
the possibility of forced mediocracy when the state chose to cut back support, the possible loss of interest
by local citizens and the real fear of going to an untried system of financing based on philosophics which
I doubt arc fully shared by the people or their representatives, and other reasons not documented here, cause
me to dissent from the view that full state funding is the answer for Illinois.
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Donald V. Strong
Memorandum of Dissent

I strongly concur with the comprehensive and Hioughtful dissents of Hubbard and Hickrod. Little more
can be said save to to reaffirm my conviction that full state funding as proposed would ultimately operate to
the detriment of education in the State of Illinois. I support and scek with urgency truly equal access to
cducational opportunity for every Illinois student. I support the need to raise the overall level of state sup-
port for education, and I will continue .to strive to climinate the functional incquities of inordinate depen-
dence on archaic and unequalized practices such as those inherent in both the application and access aspects
of the present Illinois tax and school support systems. I support the nced to increase support for the
handicapped and the disadvantaged, and also to significantly raise the quality and equity of support for all
students in our state. I cannot concur, however, in the assumption that the system of full state funding en-
visaged would accomplish this. T believe it would be ultimately revealed as the touchstone of an unworkable
and burcaucratic system of centralized control and restraint which could not only deny to our schools the
vibrancy and challenge of genuine local control and decision-making, but would also result eventually and in-
cvitably in a “leveling down” process which would breed mediocrity and would sap the vitality of those
educators and citizens who struggle fo challenge the status quo and move forward toward new levels of aspira-
tion and achicvement in cducation. I believe we have all shared fundamentally common goals. I feel
strongly, however, that the alternate methods of achicving these goals outlined under the heading “Equal
Expenditure for Equal Effort” offer infinitely greater hope for progress and success, without the probabil-
ity of the potentially debilitating consequences noted herein and delineated so I by Hickrod and Hub-
bard.

¥

EQUAL EXPENDITURE FOR EQUAL EFFORYT

“If the cqual cxpenditure for equal cffort approach to cqualization is adoptad as the interim fi-
ancing system, the following recommendations are submitted for hmplementing the plan.”

Ben Hubbard

Since the Committee has agreed to the statement in “General Recommendations” that “Despite cxten-
sive debate and discussion, the Committec could not arrive at a consensus on only one strategy to recom-
mend as a means of reducing fiscal disparities,” I belicve that the wording of the above statement would
be more appropriately stated as: “If the equal expenditure for equal cffort approach to cqualization is adop-
ted or is used-as the transitional financial system to full state funding, the following recommendations are
submitted for implementing the plan.” The same wording should also be used in the statement rclating to
the Strayer Haig approach.

“Each _district’s expenditure level per instructional unit will be the proportion that its local tax
rate (based upon statewide equalized assessment 1atio) bears to a rcasonable limit to be assigned to
property tax.”"** i
**“Suggested local tax arec $2.50 for unit districts and $1.55 for cach dual district.”

Ben Hubbard

To the above footnote the following should be added . . . “or the tax rate might be set at a different
level depending on the funds the state was willing to expend. In addition, it would be satisfactory -to set
dual district rates as a proportion of the weighted pupil population in the respective type of district. What-
ever tax rate is set, dll districts should be able to go to the rate by board action.”

“Local tax leeway above the established limit for the cqualization goal should be limited to 15-20
percent of the maximum cqualization rates. This leeway should be reviewed at the end of the five-
year period.”

Robert Schoeplein

Fiscal formulae designed to achieve ‘equal cxpenditure for equal cffort’ in themselves may -induce high
income households in the wealthiest <chool districts to seck alteratives outside the school district budget
to supplement local public education. The addition of per-pupil spending -ceilings would magnify incen-
tives to seek conduits to cffectively circumvent statewide regulatory “straightjackets”. Theoretical or aca-
demic considerations aside, statewide spending ‘ccilings’ will not assure equal access to quality education
and, indced, may be counterproductive to strengthening statewide public education.
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Ben Hubbard

I concur but feel strongly that this provision should be in a separate law to the formula. Because
of the many legal problems that the Serrano type case may cause relating to tax leeway, I believe that
this should not be a part of the basic funding legislation. This would make it easier to determine whether
or not the courts would allow this without jeopardizing the entire system.

STRAYER-HAIG

“The percentage add-on should be increased to 50 percent for all unit districts and 60 percent
for all elementary and secondary districts. An additional 10 percent add-on should be given to unit
districts with 1,000 or more WADA, secondary districts with 300 or more WADA, and elementary
districts with 700 or more WADA.”

Ben Hubbard

I would accept this only as an interim approach since I believe that a formula should be developed
that can be explained more simply than the add-on feature. Having written the first proposal to use the
add-on percentage, I recognize its usefulness but object to it as a permanent solution. Increasing the
formula by the percentages proposed ‘gives many districts a great deal more money while they keep the
same minimal effort. I believe that increases of this magnitude should go only to districts making sub-
stantial effort. I strongly support a minimum size for all districts that are to receive this aid and prefer
that they be 1,200, 500 and 1,000 respectively.
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APPENDIX A
COMPUTATION OF GINI COEFFICIENT

For measuring equalization, the districts are sorted in ascending order of wealth which is defined
as assessed valuation per pupil in Average Daily Attendance. The cumulative proportions of tctal oper-
ating expenditures accounted for by these districts are represented by the vertical axis. The curve thus
plotted would be a straight line at 45° to both axes if the total operating expenditures were equal in

Ya Lo >
& o
a4 2 2 2
S5 " 5 S B
lQ é Yi-| 19 w
& 0 s 0 |
0 Xi-I X Xa 0.0 1.0
ADA ADA
(wealth —») {wealth —p-)

all districts — poer as well as wealthy. However, a sagging curve represents lesser expenditures in, poor
districts and suggests some inequity. The measure of this inequity as defined by gini coefficient G is
given by the formula:

Area A
C=mn——
Area (A+B)
or after further simplification

0°5—AreaB
C=—rn —
0°5

=1—2AreaB (1)
Arca B is the area under the curve and if n is the number of districts, and
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x,= cumulative proportion of ADA for the ith district
y,==cumnulative proportion of $ for the ith district

n (x—x ) (y_,+v)
Then Area B= >
i=1 2

n
or 2AreaB= = (x’yl__l—x‘_,yl_l+xly‘—xi___lyi)

i=1

= (XY =X o T XY XY,
T XY — XY T XY, — XY,
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n
= 2 (x;y —1 —xx‘_l’Y,) +1 (2)
n=2
n
=1— = (x_y,—xy,,)
. n=2
substituting the value of area B in eq 1
n
C= = (x_,5,—xy,_) (3)
n=—

Gini Coefficient for State Aid:
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Since poor districts get more state aid than wealthy districts, the curve in this case will be
above the diagonal and formula 3 would result in a negative value of G. To avoid confusion we reverse
the sign of G to make it positive. However, Gini coefficient as applied to state aid must be interpreted
differently. The higher the value of G in this case, the better it is for poor districts and the higher is the
equalzation. On the other hand higher values of Gini coefficieats for total expenditure and local rev-
enve ‘ndicate lesser equalization.
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RESEARCH REPORTS PREVIOUSLY PUBLISHED
BY THE
SUPERINTENDENT'S ADVISORY COMMITTEE ON SCHOOL FINANCE

Occasional Paper No. 1

“Definition, Measurement, and Application of the Concept of Equalization in School Finance”, G.
Alan Hickrod.

“Some Major Issues in the Refinancing of Education in Illinois”, A. ]. Heins.
“Memorandum to The Superintendent’s Advisory Committec on School Finance”, William P. Mchayre.
“School Finance Equalization Lawsuits: A Model Legislative Response”, Arthur E. Wise,

Occasional Paper No. 2

“Equalizing Educational Opportunity by Means of A Resourcc Equalizer or Guaranteed Valuation
Grants-in-Aid”, Ben C, Hubbard and G. Alan Hickrod.

“The Impact of Changing School Finance on Metropolitan Areas”, Robert N. Schoeplein.
“Comparison of Threc Types of Equalization Formulas”, William P. McLure.

“Comparison of Three Formulas for the Present Illinois Foundation of $520 per WADA”, William P.
McLure. :

“Memorandum on Subcommittec Formation”, Donald F. Esiick.

“The Rising Cost of Educational Inputs”, Norman Walzer and Joseph Domitrz.

“District Power Equalization: An Initial Effort to Simulate Application to Illinois Public Schools —
Part I”, Raymond L. Lows.

“Memorandum to The Superintendent’s Advisory Committec on School Finance”, William P. McLure.

“Post-Serrano  Grant-in-Aid Proposals in Other States”, G. Alan Hickrod.

Occasional Paper No. 3

“The Effect of State Aid on the Scope of the Educational Program”, A. ]. Heins and Deborah L. Nut-
ting.

“Status of Capital Assistance Financing for the Illinois Public Schools”, Robert A. Burnham.

“Method of Computing Number of Weighted Pupil Instructional Units (WPIU)”, William P. McLure.

“IEA School Finance Proposal”, William P. Cote.

“A Proposed Recommendation to the Superintendent”, A. James Heins.

“Disparititz]sh Among School Districts in Illinois and State Fiscal Policy”, G. Alan Hickrod and Ramesh
Chaudhari.

“District Power Equalization: An Initial Effort to Simulate Application to Illinois Public Schools —
Part II", Raymond L. Lows.

“Relative Contributions of Property and Personal Income Taxes to Equalization or Public School Support”,
William P. McLure.

* A limited numbecr of these occasional papers are still available. “I'o obtain copies, please contact:
Mr. Robert Clark, Director
Lﬁis]ative Research
Ofhice of the Superintendent of Public Instruction
302 State Office Building
Springfield, Illinois 62706




APPENDIX C

FIVE-YEAR STATE AID INCREASE PROJECTIONS
THREE-TIERED POWER EQUALIZER
(Chapter 4, pp. 129-133)

Table 1
District Characteristics

7172
Best 6 Mo.
District AVPWpP* WADA Rt

Salt Creek (E—DUPAgE) -....ccoverr ees ceremsseraremeees e ennses $45,304 1,101.03 1.635%
Westfield (E—Clark) - 26,948 173.12 92%
Wood Dale (I'--DuPage) . 19,663 1,446.18 1.539%,
Oak Park R-F (S—Cook) ... ..... 63,466 5,160.43 1.367%
Oak Lawn (S—Cook) weeeeeneene 40,420 3,411.01 1.545%,
Peotone (U—Will) woee e et e tvecnnnn s 27,050 1,336.09 1.744%,
Chicago (U—Co00k) ... coremus evmemmreremveene s amsres evoe o - 24,714 512,754.09 1.9295%
Champaign (U—Champaign) ....ccoeeeemerennns 22,200 10,870.48 2.05%
Edwardsville (U—Madison) 15,959 5,289.75 1.65%

* Assessed valuation per weighted pupil.

11971 Education Fund ‘I'ax Rate.

Table 2
Five Year Projection for Sclected Elementary Districts

72.73 Y: Y: Y. Y. Y.
Salt Creek
G, 169.93 169.93 169.93 169.93 169.93 169.53
G, 0 22.39 206.50 300.09 270.20 240.29
GSA e 169.93 192.32 376.43 470.02 440.13 410.22
Limit o NA NA 230.64 276.76 332.11 398.53
L.R. 740.72 740.72 740.72 740.72 740.72 740.72
TR, e 910.65 933.04 971.38 1,01748 1,072.83 1,139.25
Westfield
G, .. 349.42 349.42 349.42 349.42 349.42 34942
G, . 0 11.07 64.28 161.50 302.71 487.93
GSA e 349.42 360.49 412.70 51092 652.13 837.35
Limit . NA NA NA NA NA NA
L.R. 247.92 247.92 24792 247.92 247.92 24792
TR e 597,34 608.41 661.62 758.84 900.05 1,085.27
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Table 2— Continued

N 72.73 Y, Y: Y. Y. Y,
Wood Dale
G, L 4224 422,24 422.24 422.24 422.24 422.24
G o e 0 125.60 305.61 468.74 455.66 1+42.68
GSA s . 12224 547.68 727.85 890.98 877.90 564.92
Limit ... NA 506.68 608.01 729.61 875.53 NA
LR, e 30084 300.84 300.84 300.84 300.8+ 300.8+4
TR, . e . 723.08 807.52 908.85 1,030.45 1,176.37 1,165.76

» = General State Aid per WADA from Ties 1.
G: =General State Aid per WADA from Tier I1.
GSA =Tolal General State Aid (Gi < G:)
Limit =120% of previous vear's grant.
I.R.=Lotal Revenue.

‘T.R.=Total State and Local Revenus.

Table 3
Five Year Projection for Selecied Sccondary Districts
72.73 Y, Y. Y, Y, Y.

Oak Park- RF

G, . 107.13 107.13 107.13 107.13 107.13 107.13

G, 0 0 75.94 238.45 249.66 207.18

GSA e e e 107.13 107.13 183.07 345.58 356.79 31491

Limit e e, NA NA 128.55 154.26 185.11 222.13

LR... eesanensnonessessmsense 867.28 867.28 867.28 867.28 867.28 867.28

TR, e e v 974.41 974.41 995.83 1,021.54 1,052.39 1,089.41
Oak Lawn

Gy et e e e 214.75 214.75 21475 214.75 214.75 214.75

G, ... 0 40.53 209.85 351.68 325.00 298.32

GSA 214.75 255.28 424.60 56643 539.75 513.07

Limit oo e e NA NA 306.33 367.29 441.10 NA

LR.. 624 8 624.48 624.48 624.48 624.48 624.48

TR oo 0, 23 879.76 930,81 992.07 965.58 113755

+ = General State Aid per \WADA from Tier L
G: == General State Aid per WADA from Tier 11,
G35A == Total General State Aid (G + G:)

Limit = 120% of previous year's grant,
LR.=Local Revenuc.
T.R.="Ttal State and Local Revenue.




Table 4
Five Year Projection for Selected Unit Districts
7273 Y: Y: Y Y, Y,=_
Peotone
G oo o oo 27114 271.14 271.14 27114 7 271.14 271.14
@R | 91.44 224.24 357.04 468.24 468.24
GSA e e e, 271.14 362.58 495.38 628.18 739.38 739.;5
) 17111 G . NA 325.36 39043 468.51 562.21 674.65
LR et ees e 47175 471.75 471.75 471.75 471.75 471.75
TR, .. .. . ... 742.89 797.11 862.18 940.26 1,033.96 1,146.40
Chicago
@R 1. X 384.36 384.36 384.36 38436 384.36
G e eeere verceeereen . 0 129.81 298.61 451.11 431.11 45111
GSA ... e . 38436 514.17 682.97 83547 835.47 835.47
) 17:11 R, NA 461.23 75347 664.16 796.99 NA
LRt e e . 476.73 476.73 476.73 476.73 476.73 476.73
TR. . o oon e e, 861.09 93796 1,020  1,14089 127372 1312.20
Champaign
G, ... < evessemmuenareneass 354.28 354.28 354.28 354.28 334.28 354.28
@S | 161.80 355.80 446.80 446.80 446.80
GSA e eeeemsenen 354.28 516.08 -710.08 801.08 801.08 801.08
| 1511 1] NA 425.13 510.15 612.18 734.61 NA
) I L S 455.10 455.10 455.10 455.10 455.10 455.10
TR, o e 809.38 880.23 965.25 1,067.28 1,189.71 1,256.18
Edwardsville
G, 413.68 413.68 41368 413.68 413.68 413.68
0 116.43 230.43 34443 45843 521.43
GSA e 413.68 530.11 644.11 758.11 872.1° 935.11
Limit e e NA 496.41 595.69 714.82 857.78 NA
LR s . 263.32 263.32 26332 263.32 263.52 263.32
TR e e 677.00 759.73 859.01 978.14 1,121.10 1,198.43

1 == General State Aid per WADA from ‘Tier 1.
G:= General State Aid per WADA from Tier 11,
GSA = Tatal General State Aid (G + G:)
Limit =120% of previous year's grant.
L.R.=Local Revenue.

T.R.==Total State and Local Revenue.
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APPENDIX D

EXAMPLES OF STANDARDS AND GUIDELINES
FOR OPERATION OF A CAPITAL FINANCE PLAN

1. No State funds shall be apportioned until the requesting district presents (a) a set of educa-
tional specifications on its proposed project, and (b) cvidence showing that a comprehensive school dis-
! trict reorganization study has been completed within the last three vears which stipulates that the pro-
posed building fits into eventual reorganization plans for the area as a future attendance center.

2. Grants to school districts may be used. for new construction, remodeling or renovation, land
4 purchase, modemization, equipment, and retirement of existing capital debt. Districts shall stipulate
their intent when applying for state assistance. )

3. Specific guidelines for the operation of the plan are presented in the following sections.

a. The instructional unit shall be the base for determining state support. To determine the
number of instructional units in a district, the formula should specify the number of pupils

1 per square foot of instructional space and the percent of the optimum number of pupils that
should be accommedated in study halls, music rooms, shops, laboratories, home ~economics
rooms, business education classrooms, gymmasiums, learning materials centers, etc. Auditor-
iums, offices, locker rooms, cafeterias, and multi-purpose rooms will not be included in de-
termining the number of teaching stations.

b. In approving funds for comstructing high school facilities, the State Office should approve
only those projects in which the actual enrollment in unit or high school districts will be
500 students in grades 9-12, inclusive. Grants to clementary districts should be made only if
there is evidence that the project conforms to sound educational practice that is in keeping
with the ordeily process of school district rcorgznization.

c. Capital outlay -grants should be separated fiom those in the Foundation Program and should
provide for new construction, expansion or major alterations, repairs, or renovations, demoli-
tion or removal of structures, debt service payments, site purchase or development, athletic
fields, fumiture and equipment, as the district may require.

d. Funds should be allocated annually but held in the Capital Development Board accouats.
Projects should be approved by the Office of the Superintendent of Public Instruction and
requests for payment made through OSPI to the Capital Development Board. Progress pay-
ments for construction would be made with the balance paid upcn completion and inspec-
tion by designated state agencies. If moneys are to be used to retire existing debt, all of the
funds would De released immediately.

e. No statc capital outlay aid will be given for additions to or remodeling of facilities if the
contemplated expenditure exceeds 50 percent of the replacement cost (cost of a new struc-
ture). However, state allocations can be made for new equipment for use in these outdated
facilities.

4. Funding and cost standards should recognize intrastatc cost differentials; the need for technical
assistance in bond marketing; adjustments for fluctuating costs, enrollments, and fiscal capacity; and the
varying costs of hc ising different educational programs




